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INTERNATLONAL AFFAIRS 


IMPACT OF CEMA INTEGRATION ON STRUCTURE OF POLISH INDUSTRY DISCUSSED 
Warsaw HANDEL ZAGRANICZNY in Polish No 2, 1980 pp 13-15 


[Article by Marian Guzek: "Economic Integration of the CEMA Countries 
and Rationalization of the Structure of Poland's Industry") 





[Text] As CEMA's 30 years of experience shows, the integration of the 
socialist countries has a different influence on the creation of industri- 
al potential from that on the shaping of the industrial structure of the 
various CEMA countries. There is no doubt that a significant role in the 
process of industrialization has been exerted by the mutual interrelation- 
ships among the CEMA countries and especially by bilateral cooperation 
with the Soviet Union. Owing to imports of raw materials in exchange for 
various industrial production surpluses, including those coming from 
completely new branches of industry set in production under the auspices 
of the progressing process of incustrialization, the socialist countries 
have managed to build up their potential sufficiently for completely new 
structures of their national economies to come into being. 





But we should place a different assessment on the influence that integra- 
tion ties have on shaping the structure of processing industry from that 
on the transformation of the structure of the entire national economy. 
There is no doubt that the influence of integration ties on the structure 
of industry itself has been insignificant. Under the conditions of Poland, 
like those of other countries, the creation of a specific profile of 
production potential specifically designed for the needs of partners has 
been an exception. Of particular importance have been the orders from 
the Soviet Union. Examples of such areas in Polish industry have been 
the shipbuilding industry, certain plants of the engineering industry 
(for example, the clutch plant in Ostrzeszow), and certain plants of the 
aviation industry, but on the whole the structural form of processing 
industry has not been dependent on the integration relationships withi> 
CEMA, and it has been the subject of the autonomous decisions of the 
various individual countries. 











The whole system of cooperation among the socialist countries has been 
clearly adapted to the need of creating economic potential in general and 
net to the seed of creating potential with a specified structure, The 
coordination of plans tied in with consultations in the realm of econo- 
mic policy, despite ite inadequacies, has been successful in making it 
poseible on an international scale to balance the production of the raw- 
miterials and power branches and other areas of manufacturing which tend 
to be deficit branches; and the system of mutual exchange, including the 
system of settlements, based on quotas, has assisted in the effective 
execution of the mutual turnovers for the required level of imports. 

The extent of increased influence which integration has on the structural 
changes in industry depends on improvements in the system of cooperation 
among CEMA countries, but at the same time it is conditioned by the cen- 
tral bodies’ interest in encouraging this type of action. 


The Way of the Autonomous Shaping of the Structure of Industry 


Although some people try to explain away the tendency toward the indivi- 
dual countries’ autonomous structuring of industry by saying the cause is 
the impropriety of mutual ties within CEMA, especially the system of 
production Specialization and cooperation, nevertheless there is no doubt 
that there is a mutual relationship between the inefficiency of the system 
of cooperation and che extent of the central planning bodies' interest in 
availing themselves of cooperation for the needs of shaping the industrial 
sirueture. We can probably assume that the autonomous way of shaping the 
structural systems often stems from necessity and often from the selec- 
tion which the central p'anning bodies of the various countries themselves 
make. 








Owing to the relatively rich raw-materials resources and the possibilities 
of developing traditional directions of export, the awareness of the need 
tor specialized direction of industrial production occurred relatively 
late in Poland. Nonetheless, we tried many times to transform the struc- 
ture of industry, either using specially constructed programs for the 
development of export production, or by establishing lists of so-ca’' led 
preferential areas, or finally by formulating appropriate tasks in the 
production plans, which were also reflected in the first long-range plan 
for 1961-1975. These sorts of aspirations were formulated on the basis 
of more or less intuitive criteria, such as supporting the development of 
areas which were the vehicles of technical progress, giving priority to 
the development of the engineering industry "around" the domestic raw 
materials areas (and hence, for example, the industry producing machinery 
for coal mining,and the extraction of sulfur and coal). In the 1970's we 
counted on the modernizing influence of the Large Economic Organizations 
(WOG's) and the so-called principle of self-repayment of foreign exchange 
currency as the premise for the development of export-oriented areas of 
processing industry. Here there were already clear assumptions stemming 
from the conviction that the parametric systems would lead to an export- 
oriented structure of production. 











Altnough we cannot fail to notice many positive effects both of the 
Application of pure planning concepts and the operation of parametric 
systems, we can say that hopes for structuring specialized areas of 
processing industry with a strong competitive position on the world 

market remained unfulfilled. In connection with this the whole economy, 
especially the traditional sectors of manufacturing industry, wae bur- 
dened with additional repayment of foreign exchange currency credit 

drawn in the awareness of its possibly being used to develop export- 
oriented areas of processing industry as future sources of foreign-exchange 
surpluses, and these repayments exceeded the initial targets. 


In connection with import restrictions, there has recently been a greater 
tendency to adapt new industrial potential to the internal needs of the 
economy. 1 was in a position cto observe such tendencies, owing to my 
participation io the work of one of the sector centers which has an 
influence on designing the development of completely new areas of induwtry. 
Specialists from the field of technology clearly recommended that con- 
struction design be undertaken on many new pieces of equipment, and they 
were being guided by the principle of the so-called “unknowns,” that is, 
types of production not yet developed within our country for which the 
domestic economy has a need. There was also emphasis on the fact that 

any type of dispersion of effort must have an adverse effect on the scale 
of production, the quality of goods, and the possibilities of improving 
designs and the application of completely new designs, but this was justi- 
fied by the fact that we have conditions different from those of capital- 
ism, where industry may expand all over the world, while we must orient 
ourselves to the needs of the domestic economy. 





Surely we can Suggest many suppositions on the subject of causes for the 
difficulties in developing export-oriented areas of industrial production. 
The example of the creation of a new sector of industry whose production 
is outmoded even during the design stage may be a sign of a disturbing 
phenomenon with which we are currently dealing and which is basically not 
a new process but a confirmation of a previous ove which we have not 
managed to eliminate from our practice despite many efforts. 





It would seem tnat one of the important sources of the difficulty is the 
lack ot adequate motivation systems. It can be shown that without any 
great effort we have ot cam have individual motivation to encourage export 
production (that is, motivation with regard to individual employees) and 
even motivation of the group type (applying to all workers) insured, but 
this is of short-term significance which is based on material incentives 
and aimed at correcting the assortment of items, fundamentally within the 
framework of existing production potential. On the other hand it should 
be stated -- and this is often overlooked -- that the activation of ex- 
ports under conditions of adapting manufacturing potential to the country's 
domestic needs cannot fail to create deficits in the domestic economy. 
Only activation joined with prior export-oriented investment decisions 
can prevent the creation of adverse supply effects within the country. 

















Nevertheless we are dealing with an important lack of motivation with 
regard to the distribution centers which make allocation decisions of long- 
range importance, because there is too great risk in creating production 
potential in industry designated solely or to a decisive extent for the 
benefit of foreign countries (except tor raw-materials and food areas). 
Hence, despite the fact that the plans call for an appropriately large 
share of processing industry, including engineering industry, in our 
exports «= this was true of our first lorg-range plan*® <-- and despite 

the fact that appropriate tasks are taken into account in the programs 
tor the development of export production or concepts based on the selec- 
tion of preferred areas of production, such aspirations could not be 
realized to a sufficient extent. The centers making the allocation deci- 
sions were not ready to take the risk of a far-reaching concentration of 
investment outlays in selected areas of processing industry whose produc- 
tion would be designated to a great extent to the needs of foreign cus- 
tomers. 


Although we could content ourselves here with the statement that these 
concepts were either unrealistic or inconsistently carried out, such a 
statement would not come close to resolving the problem, which, owing to 
its duration and at the same time its importance to future periods, 
should be thoroughly analyzed both in theoretical terms and from the 
practical viewpoint. 


it is nonetheless worth mentioning that the very system of the economy's 
lunetion in the sho t terms (including the operation of economic instru- 
mentions) would not seem to supply the possibility of resolving the ques- 
tion of structural transformations of the necessary scale in industry. 
Lf we call on the practical experience of countries who managed to reach 
a more advanced stage of implementation of parametric systems, we can 
State rather with uncertainty how effective the very market mechanisms 
were in the realm of the specialized structuring of processing industry. 
Despite the fact that in many instances the corporation system of mater- 
ial and nonmaterial incentives was used, that is, the whole workforce 
was offered the possibility of participating in the effects achieved from 
production activity and a share in management, then we can suppose that 
ditticulties still remain in the realm of the allocation of investments, 
because under the conditions of a socialist system, it is difficult to 
assume that the accumulation fund would become so decentralized that 
decisions concerning the development of production potential could be 
relegated to the lowest echelons of the economy, even if these decisions 
concerned large complexes, like sectors, for example. Here we should 
add that even in a capitalist eccuomy the state does not give up the 
selective structuring of the development of industry, and even under 
conditions similar to the assumptions of free competition, a policy of 
Supporting the development of certain areas of production is adopted. 








*Viz: S. Polaczek. Miedzynarodowy rynek soc jalistyczny [International 
Socialist Market], Warsaw, PWE, 1978, pp 143-162. 











Under our conditions there is a special sort of investment dilemmma 
which can be expressed in the form of the question of whether management 
of the iavestment fund should be left to the headquarters centers -- but 
then the people who have the fund at their disposal have no material in- 
centive == or to shift this management to where material incentive is 
possible but is of short-range significance (and in addition of minor 
intensity, if only because of the requirements concerning the specific 
degree of economic egalitarianism in the society). In the latter case, 
along with the shift in resources there would also be a departure from 
macroeconomic rationality in favor of piecemeal rationality which in fact 
can be made subordinate to regulation on the part of the central echelon, 
but in practice this regulation is not very effective. 


Lt would seem that the dilemma has a solution which consists of treating 
cooperation with foreign partners as a way to help distribute the risk of 
allocating investment outlays needed to develop production areas which 
specialize in export production. The successful use of this method would 
make it possible to maintain at the central leve! the authority needed 

for management of the whole investment fund and to give the lower levels 
the right share of authority to use this fund in connection with making 
corrections in the assortment of items produced by the production poteatial 
created at the decision of the higher levels. 


CEMA's Potential Role in Shaping the Structure of Industry 


Ie order for CEMA to be treated as an "instrument" for rationalizing the 
structure of the industry of member countries and as a way for our proces- 
sing industry to obtain a competitive position on the world market, it is 
necessary to transform and improve the system of cooperation of the CEMA 
countries. Above all it would be useful to endow the relationships among 
these countries with a multilateral nature, because although bilateral 
relationships between each of these countries and mainly the Soviet Union 
sufficed for the creation of industrial potential, effective multilateral 
relationships are essential for rationalizing the structure of production 
in industry using the possibilities of an international division of labor 
under the auspices of CEMA. In addition, we should take a realistic look 
at the need to endow this system with economic attributes and at the in- 
dispensable need to get beyond the sphere of mere political imperatives 
which inspire the development of cooperation. CEMA's influence on the 
Structure of the industry of individual countries is not possible in the 
desired sphere without an effective system of production specialization. 


I take the concept of an efficient system of specialization to be that 
network of mutual relationships in the production sphere which not only 
creates the possibility of introducing an economic theory which can be 
used as the basis for selecting the directions of specialization but 

which also contains the necessary price guarantees in the form of 

minimum and maximum prices, so that the partners have an assurance of 

a minimum export or import profitability back at the time they intend 

to make the decision to create production potential specially for the needs 














of the foreign partners or else when they decide to give up the develop- 
met of a certain area of production and leave it to their partners to 
develop. A postulate known after all from the professional literature, 
the postulate of ad@pting minimum and maximum prices which should be set 
in specialization or trade agreements in the course of multilateral under- 
standings, does not preclude the possibility of using world prices as the 
basis for decermining the variability of future contract prices, nor does 
it preclude the possibility of the foreign trade machinery's role in set- 
ting either minimum and maximum prices or concrete contract prices back 
during the course of implementing the specialization agreement or trade 
agreement. 


The basing of the production specialization system on economic theory 
(which after all can be introduced into the legal conditions currently 

in torce for cooperation, including the permissible flow of information 
on an international scale and the respecting of the trade secret princi- 
ple) and the application of guarantees in the form of minimum and maxi- 
mum prices could not only increase partners' interest in the intensive 
development of mutual specialization and cooperation relationships but 
could also eliminate the specialization solutions which sometimes occurred 
in previous practice and brought all the partners losses instead of bene- 
fits (which can be the unintended consequence of using intuitive condi- 
tions in selecting specialization directions). 


i'n addition, it should be emphasized that the multilateral negotiation of 
minimum and maximum prices along with the determination -- this too on 

a multilateral basis -- of the directions for the specialization of 
production would even out all partners' opportunities, regardless of their 
potential reached in a given area of production and regardless of the 
overall level of development. The pactners' individual bargaining posi- 
tion on the other hand could manifest itself only in signing the contract 
in the bilateral form, which, unlike previous practice, would nonetheless 
have previously specified limits on the variability of prices, limits 
beyond which a given partner's bargaining position could not go. 


The next element of improvements in the cooperation system in CEMA, one 
which usually is undervalued, should be to insure CEMA's proper position 
vis-a-vis the world market. This postulate should be understood as the 
need to introduce market protection measures jointly or on an internation- 
al scale, coordinated within CEMA,* measures making it possible nonetheless to 





*Interesting proposals on this question have already been made years ago 

by Hungarian economists, as the conception of the customs union of the 

Cc countries. Viz: B. Csikos-Nagy's "Theoretical problems of the system 
of prices in mutual trade of CEMA member countries ,'' KOZGAZDASAGI SZEMLE, 
1967, No 1; T. Kiss' "International Division of Labor in Open Economies" 
Budapest, 1971, pp 187-196. The Hungarian proposals are discussed more 
thoroughly, with emphasis on their positive aspects alongside the imple- 
mentation problems, in J.M. Syriajew's work "Ekonomiczny mechanizm integ- 
rac ji socjalistycznej" [Economic Mechanism of Socialist Integration], 
Warsaw, PWE, 1977, pp 170-173. 











permit close oversight and Limited competition on the part of partners 
from third countries, in order to encourage domestic industries to become 
more open to innovation and to make the n.cessary progress in production 
quality. 


On the basis of mutual specialization understandings, including guaranteed 
del’. -r.es and guaranteed sales of production, the individual countries 
can « greater probability than previously, :reate specialized industrial 
potential for the needs of export to the world market. Ties to the world 
market can also be based on specialization and cooperation understandings 
with western partners. The development of these understandings, however, 
has been running into rather serious interference up to the present time 
and can probably represent only a fragmentary stimulus for exports to 
third countries. On the other hand, even the creation of potential with- 
out the assurance of selling production under conditions where there is 
already subst» ' al potential in the given field as created for the CEMA 
should not encow iter so strong resistance to realization as it is meeting 
at present, because © the far lesser share of production without assured 
sales in total expor ,»roduction of any given sector. 


On the other hand, before we can talk about implementing this sort of 
undertaking, we should first of all try to make substantial changes in 
the theoretical concepts for the development of cooperation among CEMA 
countries and especially make efforts to insure unity between the sphere 
of planning activity on the international scale and the sphere of the use 
of economic instruments. In the previous literature and also in official 
CEMA documents, not excluding the complex integration program, these 

two spheres have been separated from one another, and this fact greatly 
hampers the implementation of both sorts of undertakings in practice. It 
would seem that the element which links economic instruments to planning 
undertakings on the international scale should be the system of measures 
to protect the national economies of the individual countries and also to 
protect the CEMA market vis-a-vis the world market (for example, in the 
form of a joint customs tariff), which would be a way of joining current 
trade interests with long-range planning interests. Because of this it 
would also be possible to develop the planning bodies' interest through 
integrating interrelationships not only as a way of encouraging increased 
production potential but also as a way of shaping modern, specialized 
structure in processing industry. 
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INTERNATIONAL AFFAIRS 





JOINT VENTURES BY CEMA MEMBERS IN OPEC AND DEVELOPING COUNTRIES 
Sofia VUNSHNA TURGOVIYA in Bulgarian, No 7-8, 1979, pp 20-23 


[Article by Emil Khiwirski, candidate of economic sciences: "Socialist 
Economic Integration and Intensification of Cooperation Between the 
Bulgarian People's Republic and the Developing Countries in Energy-Raw 
Material Sectors" | 


Text | In the present decade the so-called raw materials problem is 
assuming particular importance on a global scale. Its solutions are 
different under socialist and capitalist conditions because of the opposite 
nature, objectives, and tasks of the two socioeconomic systems. 


Under the conditions of the socialist production method the raw material 
problem does not have the nature of a crisis. Natural resources become 
targets of planning and rational development, as reflected in the adopted 
long-term target problem in the fields of energy, fuels, anc raw materials 
of the CEMA=member countries. 


Along with the implementation of the long-term target program, the socialist 
countries are intensifying their cooperation with the developing countries. 
Soviet economist L. Zevin has emphasized that under the conditions of 
socialist economic integration the raw material problem may be given its 
optimum solution only through the intensification of cooperation with the 
developing countries in the comprehensive development of their natural 
resources.~ 








By virtue of a number of economic and non-economic circumstances, the 
developing countries had become an agrarian-raw material appendix to the 
developed capi.alist states. Their rich natural resources were an impor- 
tant factor in colonial expansion. To the "numerous ‘old' reasons for a 
colonial policy, financial capitalism added the struggle for caw mate- 
rials") waged by the imperialist countries. 


At the initial stage in the development of economic relations between 
socialist and developing countries we must take into consideration the 
characteristics of the international division of labor which had developed. 
Their influence will be retained for a while. Along with improvements in 
cooperation methods, conditions are being created for changing the position 
of the developing countries in international economic relations. 
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in turn, Che developing countries are alse interested in the development of 
their waturai resources, tor this would enable them te accelerate their 
process of industelaligation and te upgrade the prosperity of their people. 
Naturally, the main question ts that of whe has the natural resources, and 
iS wheee interest and how will income from raw material exports be used, 
in thie case, the basically different approach taken by the socialist 
ountrles, compared with that eof the developed capitalist countries, te 
cooperating with the developing countries in the energy-raw material sec- 
tore becomes particularly clear. The secialiet countries consider such 
‘ooperation only @ necessary stage in the development of mutually profitable 
and equal cooperstion., Their objective is not to perpetuate the raw mate~ 
rial epecialigation of the developing countries, but to utilige it maximally 
for the comprehensive development of the production forces of the developing 
countries. Particularly indicative in this respect is the example of Cuba 
which, until recently, wae «a backward country with a one-crop national 
economy. With the direct help of the socialist countries, within a rele- 
tively short time Cubs was able to diversify its economy while, at the same 
time, intensifying ite epecialigation in sugar production. 


About 1650 prejects have been built of are under construction with the par- 
ticipation of the CEMA-member countries. A large percentage of them are 
related to the comprehensive development of the natural resources of the 
developing countries (including 650 electric power plants and other energy 
projects, 0 ferrous and non-ferrous metallurgy enterprises, and so on). 
The enterprises built by the socialist countries have an annual output of 
20 million tense of coal, 12 million tons of iron ore, 30 million tons of 
metallurgical output, 40 billion kilowatt hours of electric power, the 
refining of over 18 million tons of petroleum, and ov on). 


The Bulgarian people's republic is steadily expanding and intensifying its 
cooperation with the developing countries. This was made particularly 
clear in the course of Comrade T. Zhivkov's visit to Africa in 19786 and 
his trip to Mexico this year. From the rostrum of the 9th session of 
the Seventh National Assesbly, Comrade T. Zhivkov stated that, “Our prin- 
iple-minded policy is yielding good results; we are engaged in intensive, 
varied, and expanding contacts and cooperation with virtually ali liberated 
countries." All this is reflected in our foreign trade with the develop- 
ing countries. Whereas in 1970 it totaled 252.9 million foreign exchange 
leva, it reached 900.9 million foreign exchange leva in 1977. In 1977 our 
foreign trade with the developing countries accounted for 7.4 percent of 
the total. Bulgaria is importing from the developing countries 4.5 percent 
of our overall imports. in the case of some commodity groups, however, the 
developing countries are a major source for satisfying the needs of our 
socialist industry. Thus, for example, in 1977 we procured from the 
developing countries 100 percent of the phosphates imported by our country; 
100 percent of the jute, palm, sunflower, peanut, and molasses, 98.8 per- 
cent of the rubber, 87.6 percent of semi-treated hides, 67.1 percent of 
tanning materials and extracts, 18.8 percent of the sulfur, 14.7 percent 
of the cork and cork products, 7.7 percent of the petroleum, and so on. 








ihe classical term ef international economic relations--foreign trade--i6 
no longer able to meet "he new requirements which call for finding new 
methods and for combining the efforts of our country with those of the 
other socialist members of CEMA on a bilateral and multi-lateral basis 
for uparading the effectiveness of our participation in the comprehensive 
development of the natural resources of the developing countries, 


The new forme of corperation are appearing and will continue to appear on 
the basis of reciprocal benefits, equality, and non-interference in domes- 
tic affairs. 


Exceptionally favorable opportunities exist for greater bilateral coopera- 
tion in participating in the development of natural resources of thee 
developing countries on a joint basis with the USSR. A contributing 

factor in this respect is the Bulgarian-Soviet treaty on coordinating 
efforts in carrying out construction assignments, supplying complete 
projects, and engaging in geological prospecting activities in the develop- 
ing countries. The treaty specifically emphasizes that cooperation rela- 
tions between Bulgarian and Soviet enterprises may be established only 
should the developing country in which the project is being implemented 
accept the tnvelvement of another country a8 4 subcontractor. 


Lvecy year Bulgaria and the USSR discuss and coordinate possibilities for 
cooperation in the building of projects for the extracting industry of the 
developing countries, and projects related to upgrading the raw material 
processing of initial materials. Several joint projects have already been 
completed. Usually Bulgaria is the subcontractor while the overall imple- 
mentation is contracted with the USSR, 


Our country has expressed its readiness to participate, in cooperation with 
the USSR, in the building of a number of extracting industry projects in 
the developing countries, such as, for example, the development of the 
phosphate deposits in Jordan (Al-Hasa), Tunisia (Kef e! Dur), Morocco 
(Mescala), Iraq, and others. The possibility exists for our two countries 
jointly to participate in the development of a phosphate wine in Jordan, 

in supplying and assembling a phosphate complex in Iraq, for the production 
of tertiligers and sulfuric and phosphoric acids, the building of a con- 
centration factory “or coal and the expansion of the metallurgical combine 
in lefahan, in Iran, and so on. It is not excluded for our country to 
participate in the implementation of some projects as the general con- 
tractor, subcontracting with Soviet enter, rises. 


The Bulgarian People's Republic is also cooperating with the remaining 
socialist CEMA-member countries in building complete projects for the 
extraction and processing of raw materials in the developing countries. 
in Syria, Bulgaria, Poland, and Romania built three projects for the 
phosphate extraction industry in the area of Palmira. Bulgaria and 
Caechosiavakia joined efforte in delivering a hide-processing plant to. 
Algeria; Bulgaria and the GDR cooperated in the building of a textile 
ombine in Algeria, and so on. 
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Frequentiy, geclegiste trom several socialiat countries conducted surveys 
in the same developing country. The unification of their efforts would 
make it possible to specialize in survey activities and to increase the 
volume of work. Bulgaria has established close contacts with Romanian 
geologists in the study of and prospecting for natural resources in the 
developing countries and for their exploitation. This is reflected in the 
treaty on cooperation in the ftleld of mining concluded between Bulgaria 
and Romania on 12 June 1975, 


Along with che development of bilateral forms of cooperation between our 
country and the remaining socialist countries in order to intensify 
economic relations in the development of the natural resources of develop- 
ing countries, multilateral cooperation methods are becoming ever more 
important. Particularly good possibilities appeared with the adoption of 
the 1971 comprehensive program which stresses that the CEMA-member coun- 
tries “will pay great importance to the further development of trade ond 
economic and scientific and technical cooperation with the developing 
countries,'/ 


The successes of the socialist countries have raised highly the inter- 
National prestige of CEMA which, currently, maintains business contacts 
with !0 other international organizations and regularly participates in 
the work of 20. In 1971 CEMA was granted observer status by the United 
Nations; in 1975 it was granted the same status by the United Nations 
Economic Commission for Europe. CEMA is particularly active in UNCTAD on 
an entire range of problems related to the restructuring of international 
economic relations in a democratic spirit and the elimination of discrimi- 
nation and inequality in economic relations between developed capitalist 
ant developing countries. The CEMA-—member countries support the initiative 
of the developing countries for an integrated approach to the solution of 
the raw material problem, indicating that in order to achieve a lasting 
solution a “set of inter-related measures must be implemented covering 

the production and processing of and trade in raw materials, and the 
effective limitation of the activities of market forces.’ 


The developing countries are realizing the advantages of cooperation with 
the socialist countries, for which reason an ever larger number of devel op- 
ing countries are expressing the desire to intensify their economic rela- 
tions with CEMA. CEMA has already signed contracts with Iraq and Mexico. 
This has raised cooperation to a qualitatively new level. Angola, Laos, 
Argentina, Colombia, and others have officially stated their intention to 
establish closer contacts with CEMA. Not only individual developing coun- 
tries but entire integration associations of developing countires have 
announced their wish for closer cooperation with CEMA. This includes the 
Andean Economic Community, and the Latin American economic system, both of 
which are pursuing a purposeful policy of restricting the influence of 
foreign capital in the economy of the Latin American countries and are pro- 
moting the social diversification of their foreign economic relations. 





The contracts encluded between CEMA, a8 a collective country, and an 
individual developing country, create conditions for the intensification 

of cooperation and for coordinating the national programs on a multilater= 
4) basis between CEMA-member countries and developing countries in the 
development of their natural resources. The unification of material, 
financial, and manpower resources of the interested CEMA-member countries 
for purposes of involving the natural resources of the developing countries 
in thelr national economic complexes, makes it possible to intensify the 
role of preduction cooperation and to deepen and improve the forms of inter- 
national division of labor a6 well as to insure reliable and permanent 
sources of fvaw materials needed by the socialist countries. 


in accordance with the contract signed between CEMA and Iraq 4a work group 
is in operation contributing to the development of petroleum deposits in 
Iraq. The joint participation of the interested CEMA-member countries in 
the development of natural resources in Iraq and other developing countries 
will make it possible to build optimum enterprises which will lower the 
cost of obtained raw materials and increase returns. This work group has 
already contracted for the building of petroleum storage tanks in Iraq. 


The special fund for crediting measures for providing economic and scienti- 
fic and technical assistance to the developing countries, established by 
the International Investments Bank (MIB) is of direct importance to the 
intensification of this process. The fund totals one billion transferable 
rubles. The MIB will grant loans in transferable rubles and, in special 
cases, in convertible currency, repayable over 15 years, for the building 
of projects of major national economic importance to the developing 
countries. This will create prerequisites for the intensification of 
economic relations between CEMA and the developing countries. Multilateral 
-rediting will also stimulate cooperation with the energy-raw material 
sectors of the developing countries. 


Another possibility for the expansion of cooperation between CEMA-member 
countries and developing countries in the energy-raw material sectors is 
to improve the mechanism of payments by including individual developing 
countries of entire integration associations within the system of muiti- 
lateral payments on the basis of the collective currency of the CEMA-member 
countries=<<the transferable ruble. 


As early as 1965 the International Bank for Economic Cooperation (MBIS) 
dratted and adopted conditions for including the developing countries with- 
in the system of multilateral payments in transferable rubles, improved in 
1972 with the adoption of the "Conditions for Payments in Transferable 
Rubles Between Members and Non-Members of CEMA." The use of the transfer- 
able ruble by a developing country in settling accounts with a CEMA-member 
country would enable it to convert from bilateral to multilateral balancing 
of its payments with the socialist CEMA-member countries. in turn, this 
would open new possibilities for the economic rapprochement between 
socialist and developing countries. 
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fhe sectalist countries may achieve more tangible results in their geolog= 
ical surveys in the developing countries by expanding their participation 
in Intermorgee, the coordination center for marine geology and geophysics 
in Riga, by setting up @ group in charge of geological and geophysical 
studies of the continental shelf of the developing countries. Good oppor- 
tunities appear for the utilisation of satellites and outer space vehicles 
for conducting geological studies. Thus, for example, india is cooperating 
with the socialist countries in space research, the study of the subsoil, 
the utiligation of solar energy, the development of earth energy resources, 
and 80 Of. 


Reciprocal consultations within CEMA and periodical meetings with trade 
representatives of the developing countries are major prerequisites for 
coordination in the implementation of trade policies by the socialist CEMA- 
member countries. In the course of such meetings discussions are held on 
reports dealing with the economic situation of specific developing coun- 
tries, changes in its currency, customs, trade, and legal policies, and 
improvements of the forms and mechanism of cooperation between socialist 
and developing countries. Measures are earmarked for their improvement. 


The | int laying of the Adria petroleum pipeline by Yugoslavia, Hungary, 
and Geechoslovakia is8 an interesting form of multilateral cooperation. 
Following its completion, it will handle 34 million tons of petroleum per 
year, 24 million tons of which will go to Yugoslavia, and 5 million tons 
each to Hungary and Crechoslovakia. This entire amount of petroleum will 
be coming from the developing countries. This pipeline will be of great 
importance in the future for the remaining socialist countries, for the 
Friendship petroleum pipeline will be connected to it on Hungarian terri- 
tory. in the more distant future Bulgaria will be interested also in 
the eventual transit piping of Afghan and Iranian natural gas through 
Soviet territory, which could reach our country along the already laid pipe- 
line from the USSR. Between 1967 and 1985 the gas pipelines laid by the 
USSR in Afghanistan will have carried 586 billion cubic meters of natural 
nas, while 140 billlon cuble meters will be exported from geen to the 
USSR over a iS-year period, thus repaying the Soviet loans. 


In our view, however, the greatest effect of the cooperation between CEMA- 
member countries and the developing countries in the field of energy-raw 
material sectors would be obtained by creating international economic 
organizations which would focus their activities on geological surveys and 
the production and trade in raw materials from the developing countries. 
Thus, for example, virtually all socialist countries (with the exception of 
the USSR and Mongolia) are poor in phosphorus-—containing raw materials and 
are interested in intensifying their cooperation with the developing coun- 
tries which produce and export phosphates. The USSR meets only one-third 
of the needs of the socialist countries for phosphorus-containing raw 
materials, while the other two-thirds are imported from the developing 
countries. For this reason new forms of cooperation must be sought among 
the socialist countries on a multilateral basis in developing phosphate 
deposits in the developing countries. In this respect extensive work is 
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belog dene by © CEMA work group on phosphorus-containing raw materials, 
livery year tt holds meetings among interested countries for the adoption 

of joint actions to meet their import needs for phosphorus-containing raw 
materiale. The dynamically growing requirements call for the adoption of 
measures aimed at direct participation in production and trade in phos- 
phates with the developing countries, Possibilities exist for the creation 
of an international organization within CEMA to follow the production and 
trade in phosphorus-containing raw materiale and phosphorus fertilizers. 
The creation of such an organization would make it possible to formulate an 
optimum medel for production specialization and cooperation in the field of 
phosphorus fertilizers by CEMA-member countries and will insure the 
rhythmical satisfaction of requirements for phosphorus-containing raw 
materials. An important aspect in the activities of the international 
organization will be the implementation of a common policy by the socialist 
counteles importing phosphates from Northern African and Middle Eastern 
countries. The new organigation will enable the interested CEMA-member 
ountries Co coordinate their efforts in the joint building of enterprises 
for the production of phosphates in developing countries. The proposal 

for setting up such an organisation was submitted by our country and 
supported by the remaining socialist countries. Work is already underway 
for its practical implementation. The contractual-legal foundations for 
cooperation with the developing countries are being drafted for geological 
surveys, delivery of complete projects for the phosphate production indus- 
try, and the building of chemical plants for the production of phosphorus 
fertilizers in the developing countries. A draft "General Contract for 
Cooperation in the Comprehensive Development of Phosphate Deposits in 

the Developing Countries" has already been completed. 


The socialist CEMA-member countries could establish international economic 
organizations to handle some other raw materials in short supply such as 
bauxites, tin, rubber, petroleum, and others, focusing the efforts of the 
interested socialist countries on improving the forms of international 
diviston of labor in energy-raw material sectors, and helping to increase 
raw material imports from the developing countries. 


The creation of mixed enterprises engaged in the prospecting for and pro- 
duction and trade in raw materials involving several socia.ist countries 
sod « developing country, or between CEMA, as a collective participant, 

ane the develop'ng country, as well as between CEMA and an integrated group 
of developing countries, is not excluded. 


For the time being, @ considerable share of the import of raw materials 
from the developing countries involves the use of foreign ships. Socialist 
economic integration offers additional possibilities for optimizing trans- 
portation and lowering outlays in convertible currency. This is assisted 
by the Coordination Bureau for Chartering Ships from the Socialist Coun- 
tries. in the future raw material imports from the developing countries 
will rise. This will demand the creation of a specialized maritime trans- 
portation organization within CEMA. 

















The development of socialist economic integration offers possibilities for 
new Mutually profitable of bilateral and multilateral cooperation for the 
intensification of trade, economics, and scientific and technical relations 
with the developing countries in the field of energy and raw material 
sectors, in which our country is parcicipating most actively. 


The 30 years which have passed since the establishment of CEMA have proved 
most categorically the advantages of the socialist production method. The 
increased economic potential of the CEMA-member countries will enable us 
over the next decade to implement some of the indicated forms of bilateral 
and multilateral cooperation, and to develop new methods for helping the 
developing countries in the development of their natural resources. This 
will be of interest to the developing countries as well, for they will 
insure a reliable market for their export goods, on the one hand, and will 
obtain machines, equipment, and technology, on the other, for the diversi- 
fication of their economic structures and for changing their current status 
in the international division of labor. 
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BULGARIA 


MAIN ECONOMIC CONTRADICTION IN BULGARIA EXAMINED 
Sofia [KONOMICHESKA MISUL in Bulgarian No 2, 1940 pp 22-33 


Article by Zhak Aroyo: "The Main Economic Contradiction at the Present 
Stage in the Development of Bulgaria” | 


\Text The question of the economic contradictions of socialism has 

not been sufficiently developed in published works. To an even greater 
extent this applies to the main economic contradiction, including the 
main economic contradiction at the present stage of Bulgaria's develop- 
ment, and the means for its solution. No full clarity exists concerning 
the concept itself and the functions of the main economic contradiction, 
its own development, its solution, and the role of society and, respec- 
tively, of the administrative organs in this process. Unquestionably, 
all this is not to the benefit of society, for the solution of contra- 
dictions is the motive force of development which, under socialism, is 
achieved through the conscious activities of the people. Society must 
become familiar with che economic contradictions and to organize and 
guide their solution. Our party ascribes great importance to this pro- 
cess, as confirmed by the materials of the 1978 National Party Conference. 
A number of contradictions in our socioeconomic development were formu- 
lated at the conference including what is, in our view, the main economic 
contradiction tacing Bulgaria at the present stage. 


The Main Economic Contradiction in the Social Contradictions System 


Not so long ago the view prevailed that social contradictions were not 
inherent in socialism. It was claimed that the basic stipulation of 
the dialectics of the struggle and unity of opposites did not apply to 
the socialist economic system and that only unity and total correspon- 
dence existed in it. Subsequently it was accepted that under socialism 
as well contradictions could exist but that they would be accidental and, 
essentially, mainly the result of the lagging of some sectors of the 
socialist society behind general development trends. According to such 
views the main thing was not the existence of contradictions but the 
prevailing unity. It was only more recently that the idea of social 
contradictions gained a broader recognition. However, this did not as 
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yet mean a total understanding of the nature, manifestations, and func- 
tions of social contradictions. Nor did this mean that the social con- 
tradictions of socialiam have been found, defined, and entirely clari- 
fied. On the contrary, there are reasons for claiming that they have 
not been clarified entirely as yet. This particularly applies to 
economic contradictions in which improper views accumulated in the past 
have lett substantial marks. 


A number of examples could be indicated of improper interpretations of 
one or another social contradiction. This confirms the inadequate under- 
standing of their nature and role. For example, the "total" consistency 
between production relations and the nature of production forces is 
mentioned, Actually, this denies the contradiction existing between the 
two aspects of the production method. Furthermore, it is frequently 

said that the source of development under socialism is the unity within 
society. In reality, however, this unity has always been the result of 
the struggle between opposites. The fact that opposites under socialism 
are not antagonistic, and that both sides of the contradiction are in 
favor, 80 to say, of the development of socialism is a differernt matter. 
Contradictions frequently are Linked with development difficulties, the 
struggle against the old, and subjective management errors. Such diffi- 
eulties do arise. However, it is not they that determine the typical 
aspect of social contradictions in the socialist society. Views are 

also expressed to the effect that contradictions under socialism under- 
mine its unity. All such views are faulty and are based on the erroneous 
and superficial interpretation of social contradictions. They do no 
consider contradictions under socialism a source of socioeconomic 
development. M. Suslov has justifiably pointed out on this subject that, 
", . « Views that contradictions under socialist conditions disappear or 
are merely a ‘disease,’ an ‘ailment,’ or a ‘shortcoming,’ contradict the 
basic concept of Marxist-Leninist theory, and the real practice of the 
building of socialism. . . . The distinguishing nature of socialism is 
not the absence of confradictions in general but the absence of antagon- 
istic contradictions.” 





"Development is the struggle between opposites," ‘Lenin said. The unity 
of contradictions is always relative, temporary. while the struggle 
between them is absolute, eternal. This applies to all, including 
social, processes. The characteristic feature of social contradictions 
is that they express respective social relations and are linked with the 
subjects carrying them. In practical terms, they are contradictions 
between the subjects of social relgtions and among each one of them, and 
the contradiction in its entirety. The subject of a social contradic- 
tion is interested both in the fate of his correspondent as well as in 
the development of the contradiction as a whole, the acceleration or the 
delay in its solution. A substantial feature of the social contradiction 
is that its development and solution took place through the conscious 
activities of the people, through the clashing or combination of their 
interests, aspirations, and objectives, encouraging their actions. This 
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is not to say that seetal contradictions are imaginary, that they do not 
exist objectively, Conversely, conscious action is, in itself, an ex- 
pression of objective necessity. ‘We cannot avoid the circumstance," 
Engels wrote, “that anything which leads a person to act must pass 
through his head," 


These features of the social contradiction are applicable to all 
societies, including socialism, What is special in contradictions under 
socialism and communiom is that they exist within the framework of the 
unity of the basic interests of the people, determined by the public 
ownership of productive capital, and that both sides of the contradic- 
tion are of a socialist nature, and that neither of them rejects it. 
That is what makes them nonantagonistic. They develop on the basis of 
the social unity of society, affect one or another aspect of social rela- 
tions, and do not affect the basic feature of their social nature. 

Under socialism social contradictions do not affect its basic problems, 
Lenin stated that the nonantagonistic nature of contradictions under 
socialism does not negate the struggle of opposites. However, this is a 
struggle “of a special kind,!! a method for surmounting "an entirely 
different resistance. . . ." This is based on the fact that under 
socialism the grounds for division are not "necessarily laid" since "the 
socialist system is based on the cooperation between the two classes." 


Social contradictions form a system within which we could distinguish 
among several subsystems. In this article we focus on one of them--the 
economic. It covers contradictions in public production, distribution, 
turnover, and consumption, separately for each phase as well as among 
them. Economic contradictions have a determining significance in the 
totality of social contradictions, for they are contradictions of the 
economic base of society, of its production relations. 


As in any other system, we could single out within the system (subsystem) 
of economic contradictions those among them which perform leading or 
other specific functions. Most important here are the basic and the 

main economic contradictions. The basic is the one with determining, 
guiding functions within the overall system of economic contradictions. 
It forms the nucleus of the system. In addition to it, the main economic 
contradiction has a leading significance. The difference between the 
basic and the main contradiction is, first of all, that the basic contra- 
diction pertains to the social system as a whole, to all its phases and 
stages (with proper modifications), whereas the main contradiction 
applies to individual periods in the development of the system and, 
occasionally, to individual phases or stages, and even shorter periods; 
secondly, the basic contradiction affects the main aspects of production 
relations and their nature, whereas the main contradiction may apply to 
some secondary relations; thirdly, within the framework of a given 
socioeconomic system the basic contradiction is steadily renewed whereas 
the main contradiction may be resolved definitively even before the 
social system has been changed. 
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The main economic contradiction to which we draw the attention, conse- 
quently, is the one whose solution assumes the importance of the most 
important factor at a given stage and which determines the further 
development of society. Its solution eliminates the most important 
obstacles facing the economy at a given historical moment, provides an 
impetus for the further economic upsurge of society, and creates pre- 
requisites for the solution of other contradictions in production rela- 
tions. The discovery and definition of the main economic contradiction 
under socialist conditions arms society with knowledge of the direction 
along which the basic efforts must be channeled in a given historical 
stage in order to open the way to further economic development or sur- 
mount the main obstacles facing the economy. 


Bulgaria's Main Economic Contrad.ction at the Present Stage 


Neither party and state documents nor published data offer formulations 
for determining which is currently the main economic contradiction in 
Bulgaria. Yet, contradictions have been formulated. In our view, their 
functions are similar to definitions of the main economic contradiction, 
We have in mind here, above all, the contradictions of our economy 
expressed at the National Party Conference (1978). 


In his report to the conference, Comrade T. Zhivkov pointed out that a 
contradiction developed in our country "between the rapidly developing 
economy, increased complexity of ties in the production and nonproduction 
areas, and the objective requirements of planned and proportional develop- 
ment of the country, on the one hand, and a considggable lagging in the 
organization of labor and planning, on the other." This is a contra- 
diction of our development, of the nee? to coordinate the organization 

of labor with changes in the economy. 


We know that a consistency must exist between the level of production 
process and its organization. Otherwise the internal rhythm of output 
is disturbed and its ties are broken. Naturally, this restricts its 
effectiveness as well. Such has been, precisely, the danger which faced 
our economy in recent years. The National Party Conference exposed the 
nature of this contradiction and indicated means for its successful and 
fast as possible elimination. 


The contradiction between the level of economic development of the 
country and the social organization of labor in the national economy-- 
the briefest way to describe this contradiction--emerges today on the 
foreground. Its aggravation concealed the real danger of hindering 
social development and of failure to utilize the great possibilities of 
the economy. Conversely, its timely solution creates conditions for 
rapid economic progress, and for surmounting the obstacles which face 
the national economy and hinder its development. The solution of the 
contradiction assumes a primary significance in the further upsurge of 
the national economy, attaining the economic level reached by the 
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advanced socialist countries, coordinating the development of the economy 
with che requirements of the scientific and technical revolution, and 
achieving the main objective of our society--the satisfaction of the 
steadily growing needs of the people and the creation of prerequisites 
for the comprehensive development of the individual. In our view, the 
decisive role which this contradiction plays in our economy provides 
sufficient grounds for classifying it as the main contradiction. This 
means that today it has arisen in its entire magnitude and that its 
solution will enable us to surmount the greatest hindrances in our socio- 
economic development. 


The contradiction between the economic level reached by our country and 
its organization of labor is based on our development conditions; on the 
one hand, it is determined by the high level equipment installed in the 
production facilities, its inherent high labor productivity, and the 
depth and complexity of economic relations in the social production 
process, and, on the other, the nonconsistent organizational-economic 
structure of the national economy, and of the methods for planning its 
development and for stimulating production-economic units and immediate 
producers. The contradiction is objective, It is inherent in socialism 
and in its steady development. Under our circumstances, however, it was 
Aggravated as a result of the delayed and inaccurate determination of 
the ways and means for its solution and the insufficient training of 
performing cadres regarding this process. The aggravation of the con- 
tradiction is not objectively necessary or mandatory. Its origin is 
subjective. This stipulation is very important, for it also determines 
the basic directions for its solution, the processes related to it, and 
the time within which this could be achieved. The subjective reason for 
the aggravation of the contradiction does not eliminate its status as 
being the main contradiction of the moment. It acquires this function 
because its solution is of prime significance and plays a decisive role 
in the development of the economy at the present stage. 


The conclusion that the disparity between the level of the economy and 
the social organization of labor is the main economic contradiction 
facing Bulgaria at .ts present stage of development determines the atti- 
tude which the party, the state, and the people must adopt concerning 
its solution. It indicates that in order to surmour* it all social 
efforts must become involved. The conclusion that ct.e main economic 
contradiction in our country has become aggravated currently as the 
result of subject reasons also determines the direction of the main 
efforts which are focused on the subject of the management process, and 
on the organization of the labor process in the national economy it has 
created. This organization must be made consistent with the objective 
requirements of social development at its present stage. 


The formulation of the main economic contradiction in the present 
development of our country faces us with the problems of the nature and 
forms of labor (or production) organization: a problem which the 
National Party Conference considered basic. 
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Usually, che concept of "organization," including the organization of 
labor, ts used to express purely technical-organizational aspects of the 
social production process. This is indicated by its very name, Without 
denying this aspect of the concept, let us emphasize another one in this 
case: to express a definite condition of a specific social system and 
the consequent forms of its self dynamics. Each system, including the 
economic, has its inner structure, an objectively necessary correlation 
among its structural components, and specific internal forms of existence 
and motion, It has internal harmony and proportionality. They are the 
prerequisites tor its existence and functioning. The structure inherent 
in the system forms its internal organization, It expresses the func- 
tional relations among the elements within the system and their balance 
and dynamics--generally speaking, the nature, social content and func- 
tions and forms of the system, In this sense the org’ aization of labor 
should be considered an economic category whose social content is deter- 
mined by the characteristics of the social system. 


The contradiction between the level of the economy and the social organi- 
zation of labor is caused by the dynamic nature of the economy. The 
social organization of labor must develop in order to adapt to the 
changing conditions and to contribute to their appearance and develop- 
ment. in a word, it must be dynamic as well. This, however, is achieved 
not automatically, by itself. Society must be aware of the objectively 
necessary changes in the organization of labor in order to create condi- 
tions tor their manifestation and take them into consideration. Unless 
this is accomplished on time, the contradiction is aggravated, as was 

the case in our country. 


Before undertaking the study of the specific means for surmounting the 
main economic contradiction in our national economy at present, we must 
consider the problem of its future. We already mentioned that it was 
aggravated as a result of some subjective reasons. We also mentioned 
that this circumstance offers the possibility for the gravity of the 
contradiction to be rapidly eliminated, thus depriving it of its func- 
tions as the main contradiction. These notes are important, for they 
indicate that in a short while the function of the main economic contra- 
diction in our national economy could and should be assumed by another 
contradiction which will determine the main processes of our economic 
development. Which one w‘'l that be? 


The theses of the National Party Conference indicated that one of the 
major disparities in our econumy is the one between the achieve nts of 
the scientific and technical revolution and their utilization. ~ The sur- 
mounting of this disparity determines the most important factor of the 
current economic development--the steady rising of labor productivity. 
Many phenomena in our life indicate that in the future economic growth 
will be determined mainly by production intensification. This requires 
the extensive use of the achievements of the scientific and technical 
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revolution. Falling behind in this area will strongly aggravate a number 
ot other economic contradictions. 


The contradiction between the achievements of science and technology, on 
the one hand, and the possibilities of the economy to take them into con- 
sideration and apply them in the production process, on the other, is 
inherent in a modern economy. Its solution is the main origin for tech- 
nical and economic progress and for the rapid and effective upgrading of 
labor productivity. It is precisely this that determines its signifi- 
cance to the economy and the trend to its becoming the main contradiction 
within the immediate future. On this basis the par.y's Central Committee 
has stipulated that the next, the Eighth Five-Year Plan will be a five- 
year plan of technical progress. The implementation of the plan for the 
development of the national economy in 1980 should be such as to prepare 
the economy for the solution of this problem at a faster pace. 


A number of phenomena in our economic life indicate the danger of an 
aggravation in the contradiction between the achievements of the scien- 
tific and technical revolution and the possibilities of the economy to 
take them into consideration and apply them in the production process. 
This is confirmed, for example, by the still substantial lagging of our 
labor productivity behind the level reached by other socialist countries 
and by the highly developed capitalist countries, the inadequate inten- 
sive domestic and international production specialization, particularly 
in assemblies and parts, the unsatisfactory effectiveness of capital 
investments, lagging in the automation of production processes, slow 
renovation of output, and others. 


The ways, means, and methods along which the process of surmounting the 
future main contradiction in our economy will develop have been brought 
to life and conditions for their implementation are being intensively 
prepared. The main ones among them are indicated by the study of the 
processes which could aggravate the contradiction, They include, for 
example, upgrading the effectiveness of capital investments, production 
intellectualization through the utilization of scientific and technical 
achievements domestically and abroad, improvements in production tech- 
nology through the use of electronics and microelectronics, improvements 
in the sectorial structure of the production process, and others. Not 
least is the solution of the contradiction between the requirements and 
the possibilities of the contemporary production process and the organi- 
zation of labor, which is today the main contradiction. The elimination 
of the factor triggering its aggravation will make the economic stimula- 
tion of technical progress and its conversion into a nationwide project 
possible. 


Ways for the Solution of the Main Economic Contradiction 


The nature of the main economic contradiction also predetermines the 
basic ways for its solution. As we pointed out, it is in the area of 
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the social ceganigation of labor. That is why the means for its solution 
are found in ite improvement, in the development of its elements and in 
their adaptation to the requirements of the contemporary production 
forces in the country, More specifically, proceeding from the nature of 
the socialist organigation of labor, this process covers, first of all, 
the improvement of the organisational and economic structure of the 
social produetion process and, secondly, the forme of its functioning 

and dynamics, 


in terme of the firet aspect, i.@., of the organizational -economic 
structure of the public prodouction process, a number of disparities 

must be surmounted, accumulated in the course of its past development or 
developed ae a result of unsuccessful solutions aimed at its improvement. 
hesentially, they may be reduced to the elimination of the unnecessary 
relative enclosure of some production-economic processes within the 
irameworks of the individual departments and economic trusts. This 
hinders the more immediate management of the public economy, the crea- 
tion of most effective production specialization, and the reaching of 
relatively most efficient internal relations within the national economy. 
We must establish the most suitable form of the economic unit, regulate 
its functions, obligations, and rights, determine the functions of 
economic departments, and develop the most suitable system for social 
production specialization. A way for the solution of these problems has 
already been found, After a certain period of searches and of some not 
entirely successful solutions, the Lith Party Congress gave the line and 
the National Party Conference and some Central Committee plenums concre- 
tives ite implementation. Actually, in its most general aspects, this 
line hae already been implemented. 





The economic combines were adopted as ae basic economic structural 

unite in industry and in the other national economic sectors. The com- 
bine offers prerequisites for a more direct management of production 

and economic affairs and for eliminating some unnecessary steps in the 
organizational and economic structure of the national economy. it sur- 
mounts the relative closeness which existed in the recent past in 4 num- 
ber of economic trusts and which hindered the efficient solution of some 
probleme of material and technical supplies in production specialization. 


in order to achieve greater public production effectiveness, it was 
decided to apply the national economic aspect to specialization processes. 
This eliminates a number of sectorial and departmental restrictions 
which considerably lower its effect. Production specialization, aimed 

at satisfying the needs not of individual economic organizations or 
departments, but of the entire national economy, was formulated as the 
main task. To this effect the so-called production echelons are being 
developed. Their task is to create the broadest possible prerequisites 
for extensive specialization by some of the echelons. This specialized 
ouput will meet the needs of the entire national economy. Their organi- 
ration requires substantial preparations essentially in the area of pro- 
duction standardization and unification. 
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The second aspect of the organigation of public production, as we pointed 
out, is the improvement of the forms of functioning and dynamics of the 
social production process, in our country this task was formulated by 
the National Party Conference as a process of application and further 
advancement of the economic approach in national economic management, 
Actually, it is @ question here mainly of the application of a method 
inherent in socialiem but whose requirements were not entirely observed 
in Our country or, rather, (or which the most accurate forms of adapta- 
tion to changed circumstances were not found, which aggravated the con- 
tradiction between the development of the economy and the social organi- 
zation of labor. 


The nature of the economic approach is determined by two very important 
aspecte: The first is centraliom, based on the social ownership of 
productive capital; che seond is decentralization required by the 
economic autonomy aid separation of economic units. <A natural contradic- 
tion existe betweer centraliem and decentralization, which must be sur- 
mounted. Surmounting it does not mean that one or another of its aspects 
are eliminated, but the creation of a method which combines them, for 
this is typical of socialiom, inherent in it, steadily reproducing 
itself, and requiring a constant solution. 


The economic approach in national economic management is determined by 
two other aspects as well: planning, which is inherent in social owner- 
ship, and the commodity-monetary nature of the dynamics of commodities 
in the process of their production and marketing. Naturally, a contra- 
diction exists between planning and commodity relations. Unjustifiably, 
occasionally this contradiction is rejected in economic publications. 
Usually, it takes the form of a reaction to claims that planning and the 
commodity nature of production are incompatible, that they are antagonis- 
ticolly contradictory, that planning excludes commodity marketing, and 
so on. In order to counter such truly erroneous concepts, a number of 
economists totally reject the commodity nature of the dynamics of output, 
considering them only as external, formal. and unsubstantial. Others, 
realizing the disparity between such concepts and the reality of life, 
reject them without penetrating into the real nature of the phenomena. 
They essentially reject the autonomous significance of commodity rela- 
tions,in the development of the socialist economy and in its manage- 
ment. In such cases commodity relations are reduced merely to the 
level of an “instrument” for the planned management of the economy, thus 
rejecting their autonomous roles in this process, their requirements, 
and the need for society to take them into consideration. Meanwhile, 
reality presents an entirely different picture. 


Planning and commodity-monetary relations are internally inherent in 
socialism. They exist factually and are needed by society. Their co- 
existence is one of the most characteristic features of the socialist 
economy. Nonantagonistic contradictions exist between them, also objec- 
tively necessary and steadily reproduced. Their solution is one of the 
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motive forees of the socialist society, The underestimating of both 
forms of production relations, as well as of the contradictions between 
them does not refleet their role and significance in the national 
economy. However, the contradiction does not raise the dilemma of 
having either planned or commodity relations, Such a dilemma does not 
exist, Hence the conclusion that the economic approach in management 
must be based on both forma of socialist production relations and must 
contain planning and the requirements of the law of value and of 
comodityemonetary relations, 


in conclusion, we could provide a definition of the nature of the 
economic approach in national economic management. in our view, it is 
expressed, first of all, in the planned search for economically most 
effective solutions for the operation of the economy both on the level 
of the entire national economy and on the local level; secondly, in the 
creation of material incentives for the producers and of conditions for 
material liability in the organization of the public production process 
at all levels. The basic prerequisites for the application of the 
economic approach include the creation of a suitable organizational- 
economic structure of the public production process, based on the 
economic autonomy of the economic units and the application of a suit- 
able economic mechanism for the functioning of the national economy, 
consistent with the leading role of planning and of the commodity- 
monetary nature of the dynamics of output. 


in terme of the economic approach in the management of the national 
economy a number of erroneous views have developed, which do not help in 
the least its full application. According to some, the economic approach 
conflicts with the administrative approach. This is both true and false. 
The economic approach is impossible without the use of administrative 
methods for managing the economy. This is required by centralism and 
planning. For example, in order to be effective rather than a mere wish, 
the plan must have administrative authority. The problem, however, does 
not apply to the plan alone. The problem of prices is similar. Prices 
are not set spontaneously. By virture of the public ownership, a basic 
percentage of the prices should be either set or regulated on a central- 
ized basis. This too is an administrative activity inseparable from the 
price setting process. It is not a question of rejecting administrative 
activities in management but of rejecting its excessiveness, of bureau- 
cracy and red tape in this process, as they are distortions of adminis- 
trative activity. 





Another erroneous concept is the reduction of the economic approach to 
the utilization of commodity-monetary relations for the purpose of st imu- 
lating economic processes. The introduction of the economic method, 
according to such concepts, would mean restricting planning and expand- 
ing material incentives through the utilization of commodity-monetary 
relations. However likely this might appear at a first glance, the 
formulation is erroneous and, we would say, far more harmful than the 
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previous one, for it groundlessly pits the planning of material incentive 
against planned commodity-monetary relations, According to it, the 
broadening of the economic approach would mean a reduction of centralism 
and restriction of planning. The truth is that the economic approach is 
a combination, a balance between planned and commodity relations. The 
fact that the economic approach contains two relatively separate 
methods==the planning and the market (commodity)=-between which the con= 
tradictions which must be resolved exist, is a different matter. Both, 
however, are inherent in the economic approach and represent its internal 
elements, 


At the present stage of our country's development, the economic approach 
is the most necessary. It must be used intensively in economic manage- 
ment. This aspect has been emphasized in our party's latest documents 
as well, Addressing the Constituent Congress of the NAPS [National 
Agroindustrial Union|), Comrade T. Zhivkov stated that, "We must 
systematically apply the economic approach to the overall production and 
reproduction process in our country. Metaphorically speaking, the 
economic approach will add fresh blood to the system of ways, means and 
mechaniams we are currently utilizing and promote their full utilization. 
Our weakogss is that, so far, we added Little fresh blood to this 
system." 


linder these circumstances, the following question naturally arises: What 
is the objectively necessary ratio between centralism and decentraliza- 
tion inherent in the economic approach’? I. Kuznetsov answered the 
question as follows: “ . . . It could be said that the strengthening of 
the centralized principles in economic management follows the line of 
setting a target for the activities of the production units, while 
broadening the autonomy of the latter fphlows the line of the choice of 
methods for achieving such objectives." — This is a correct answer but, 
in our view, not entirely complete. The purpose of the economic organi- 
zation should be indeed determined on a centralized basis. However, 
this must be preceded by a coordination with it and a consideration of 
its possibilities, the ccntracts concluded with other economic organiza- 
tions, current prices, ani so on. Extensive practical experience in 
planning has confirmed that the central planning organs are unable to 
define in physical terms the output which a given economic organization 
should produce unless they ask it and unless the latter shows an interest 
in such output. In the process of such “asking” we should seek the 
factors which do not contribute to the full implementation of the tasks 
set by the central organs and the wishes of the economic organizations. 
Conditions must be created for the full coordination of interests. This 
means that the tasks of the economic organization “of selecting methods 
for implementing its objective" may not be reduced merely to internal 
organizational-technical production processes, but affect targets as 
well. The economic organization becomes a co-participant in such 
targets. It participates in their setting and helps in their precise 
formulation. 











fhe further application and improvement of the economic approach in 
fational economic management calls for the solution of economic contra= 
dictions within its two basic components: planning and commodity- 
monetary relations, tn the field of planning activities they were agara- 
vated essentially in terms of planning technology. Their solution has 
been and continues to be found through decisively reducing centralized 
mandatory indicators; raising the planning functions of departments and 
economic organigations, intensifying balancing and proportionality in 

the national economy at a!l levels; improving the system for the formula. 
tion and utiligation of control figures in the formulation of plans; 
creating engineering plans as one of the foundations for planning; 
broadening conceptionalizing, programming, systems, comprehensiveness, 
optimality, and long-term planning features; strengthening the norming 
base in the determination of planned requirements and oroduction outlays; 
improving the planning of foreign economic relations, and so on, 


Contradictions in commodity-monetary relations at the present stage in 
development of our economy were focused mainly in regulating relations 
among economic organizations and between them and the state, promoting 
cost accounting and the related processes of distribution of income 
within the economic organization, price setting, etc. Their solution 
should have been coordinated and subordinated to a single objective, and 
follow a single line. The separate and partial solution of individual 
contradictions cannot be effective, for it would create new cont radic- 
tions or aggravate existing ones. 


Contradictions among the economic organizations in commodity-monetary 
relations were related to two basic processes: the means for regulating 
their interrelationships, and the price setting system for commodities 
which they purchase or sell from and to each other. In connection with 
the relations among economic organizations, attention was focused mainly 
on strengthening and totally regulating contractual relations through 
which they are settled, Contracts among economic organizations are a 
basic manifestation of their autonomy and separate functioning. The 
task in this area is for contractual relations among enterprises to be- 
come an effective factor for the rhythmical movement of commodities. 
Unlike the previous situation, they have now been expanded to encompass 
relations anong branches of economic organizations and between them and 
the economic organization as a whole. This creates a broader base for 
their effective action. 


Contradictions in prices and price setting were expressed mainly in 
insufficient effectiveness of their influence on producers. This was 
caused by the gap between prices and socially necessary production out- 
lays and trends in the domestic and international markets. For this 
reason they did not encourage the producers to lower their outlays of 
energy, raw materials, and materials, find their way in the market cir- 
cumstances, and produce goods in demand. The solution of this contradic- 
tion in this area was sought in making domestic wholesale prices 
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consistent with corresponding international prices. in the future 
reality will prove the extent to which this solution will resolve contra- 
dictions in this important area of economic activities, 


Resolving contradictions in the field of cost accounting was of very 
great importance to the economy, Cost accounting, actually, is a mani- 
festation of the autonomy of the organizations, Its violation violates 
the autonomy of the enterprises and lowers or eliminates their material 
incentives, This was, precisely, a substantial manifestation of contra- 
dictions within the economic organisations in our country. Their solu- 
tion was sought in the creation of material prerequisites for strengthen- 
ing the self<support of the enterprises through improvements in their 
income distribution system. To this effect specific funds were set up, 
first to regulate the distribution and consumption income and, second, 

to finance technical progress through the modernization and reconstruc- 
tion of productive capital, Linking enterprise income with that of its 
workers and employees was of very great importance. The full implementa- 
tion of the intent in this area raises the significance of internal cost 
accounting and, particularly, of brigade cost accounting. It creates 

the possibility to take into consideration most precisely the cont ribu- 
tions of the individual brigade and of the individual worker within it 

to improving economic results from the activities of the entire enter- 
prise. The success of solutions in the area of improving cost account- 


ing largely depends on the proper and overall application of brigade 
cost accounting. 


We mentioned some problems related to the main economic contradiction in 
the present stage of development of socialism in our country and the 
basic means for its solution. Our task is to determine the inner rela- 
tions among some party decisions in the field of economic management, 
their place in the overall development of the national economy, and 
their role as factors promoting the dynamics of our society. We proceed 
from the prerequisite that entering into the essence and determining the 
significance of these measures will contribute to their fuller realiza- 
tion, mastering, and overall application. 
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BULGARIA 


SCLENTLFIC-TECHNICAL ASSISTANCE TO DEVELOPING COUNTRIES EXAMINED 
Sofia VUNSHNA TURGOVIYA in Bulgarian No 12, 1979 pp 12, 13 


Article by Vasil Stefanov, Tekhnoimpeks general director: ‘The 
Bulgarian People's Republic in the International Scientific and 
Technical Cooperation With the Developing Countries" ) 


Text The extensive application of the achievements of scientific and 
technical progress and the consequent need to establish and intensify 
all-round cooperation among countries in the fields of economics, 
science, technology, culture, and so on, through the introduction of a 
variety of forms of scientific and technical cooperation, is a determin- 
ing feature of contemporary socioeconomic progress. One of its essential 
manifestations is providing scientific and technical aid which benefits 
to the greatest extent, above all, the developing countries. 


The rejection of the age-old colonial slavery did not relieve the 
developing countries from the economic dependence which existed between 
then and the former mother countries. Along with the lack of capital, 
the scarcity of highly trained cadres possessing scientific and technical 
experience, capable of managing the complex modern equipment, has strongly 
restricted the possibilities of the developing countries to reach the 
economic level of the industrially developed countries in the world, to 
the extent to which this prevents the application of scientific and 
technical achievements in material production. That is why the use of 
the experience of foreign specialists who could competently manage some 
individual sectors is of decisive importance to the developing countries. 


Bulgaria is one of the countries which really appreciates the difficul- 
ties of the developing countries which have taken a democratic type of 
development. For over 20 years it has given them comprehensive scien- 
tific and technical aid which has included the services of highly trained 
specialists. The aid to the developing countries in their struggle for 
social and economic progress is Bulgarian state policy, ratified with a 
number of party and government decisions, and characterized by all the 
features constituting the determining principles of the overall foreign 
policy of our country--equality, respect for sovereignty, independence, 
and national interests, mutually profitable cooperation, and mutual aid. 
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The confirmation of this steadfast line of friendship and mutual aid 

with the developing countries which have taken a democratic path of 
development were the summit meetings between M, Qadhafi and Comrade 

Toder Zhivkov, the visits which Comrade Stanko Todorov paid in November 
1977 to Tangania, Zambia, and socialist Ethiopia, as well as the friendly 
visite paid by our party and state leader in the autumn of 1978 to 
Nigeria, Angola, Mozambique, socialist Ethiopia, and the People's 
Democratic Republic of Yemen, 


The Bulgarian specialists sent to the developing countries actively 
participate in the new progressive changes in socioeconomic life, 
contributing to the development of an infrastructure of the national 
economies, and participating in economic planning, development of health 
care and education systems, and agricultural reorganization. Bulgaria 
has already gained considerable successes in this highly noble and 
humane activity as confirmed by the requests of the developing countries 
for an ever rising number of Bulgarian specialists in the years to come. 
Most of our specialists abroad are higher engineering-technical cadres 
(in Libya, Angola, Algeria, and Tunisia), teachers training local cadres 
(in Morocco, Tunisia, Algeria, Mozambique, and Nigeria), advisors and 
agricultural specialists (in Angola, Mozambique, and Tanzania), medical 
workers (in Libya, Tunisia, and Algeria), and others. 


in recent years the number of Bulgarian specialists lent to developing 
countries to provide scientific and technical assistance has increased 
considerably. The number of countries to which Bulgaria is providing 
sctentific and technical assistance has increased, giving priority to 
the requests of countries which offer favorable conditions for the 

development of other forms of economic and scientific and technical 

cooperation, and the effective development of foreign trade relations. 


The purpose of economic and scientific and technical assistance is to 
help the national economies of Arab and African countries taking a 
socialist or a democratic, nonimperialist, development course. Bulgaria 
considers such countries promising partners who, with the help of the 
socialist CEMA-member countries within a relatively short time, could 
strengthen their national economies and participate on an equal basis 

in the international division of labor. 


In connection with the contemporary requirements facing the management 
system in our country, the strategy governing the management of foreign 
economic relations, and party and government decisions on upgrading the 
effectiveness of foreign economic relations with the developing countries, 
a new comprehensive approach must be established to scientific and 
technical aid as a particularly important form of scientific and techni- 
cal cooperation. This also determines the finding of decisions on some 
still existing problems in the implementation of such highly responsible 
activities. 








The predominant political effect of scientific and technical assistance 
to the developing countries calla for raising to a higher level the 
selection of Bulgarian specialists to work abroad, Past experience has 
confirmed the existence of some omissions. The selection of highly 
skilled specialists with good political and linguistic training has been 
assigned to the economic ministries, departments, and complexes which, 
along with their basic regulated functions, are in charge of this work 
among others. The lack of reserves hinders any fast reaction to demands 
made by developing countries requesting many specialists needed for 
their socioeconomic development. In this connection it is mandatory to 
organize an economic mechanism which will make it incumbent upon economic 
ministries, departments, and complexes to train in advance the necessary 
reserves to be assigned abroad. This could be based on mandatory plan 
ceilings and indicators coordinated with the five-year plan for manpower 
resources. The recruitment of proper contingents without a reserve 
planned and trained in advance creates difficulties in the implementa- 
tion of state planned assignments by individual economic complexes and 
departmental systems, as the result of the disturbance of the manpower 
balance, as well as in implementing the obligations assumed by our 
country on assigning specialists to some developing countries. In accor- 
dance with the requirements of Council of Ministers Decree No 25, dated 
25 May 1979, on improving the management of foreign trade, economic 
incentive must be used in ministries and departments selecting special- 
ists to work abroad. At the same time, their responsibility must be 
increased concerning the professional skills and moral and political 
qualicies of Bulgarian specialists considered for work abroad. The 
primary party organizations should bear certain responsibility as well. 
They should be the only ones with the right to issue character references 
for candidates to work abroad. This would largely restrict personal 
management, subjectivism, and the existing formalism in signing such 
references. 


Raising the requirements governing the selection of Bulgarian specialists 
willing to work abroad should also be manifested in the introduction of 
improved methods for the selections made by economic ministries, depart- 
ments, and complexes, based on competition (with the help of tests, for 
example), and others. This would make it possible to single out special- 
ists who would really be proper representatives of our socialist way of 
life and would contribute to enhancing the prestige of our homeland as a 
country which has achieved considerable economic, scientific, and tech- 
nical successes. 


Providing effective aid to the developing countries also calls for 
directing activities related to the «ssignment of specialists toward key, 
determining economic sectors, as advisors, experts, instructors, chief 
designers, heads of important management units, and so on. This aspect 
is not only of important economic but of great political and ideological 
significance. 


32 








A number of other problems also exist concerning the problem of lin- 
guistic training of the specialists willing to work abroad, a matter 
which has not been coordinated with the assignment of highly skilled 
cadres to provide scientific and technical assistance to developing 
covatries. The linguistic training of the specialists assigned to work 
in foreign departments is a very important problem, for their success 
and prestige largely depend on their good mastery of the spoken language. 
For this reason, it would be necessary to expand language training and 
improve its forms and methods based on practical use, extending the time 
for language studies on a full-time basis, long-term assignments with 
Bulgarian trade and economic services in countries to which we assign 
Bulgarian specialists, and of teachers in the respective spoken or 
working language, for the sake of improving the linguistic skills of the 
specialists on the spot, and so on, 


With a view to the long-term securing the needs of the country for 
specialists with a firm linguistic training, a unified system of cadres 
who have mastered, can use, or are studying Western languages (English 
and French) and Arabic should be organized. This would include graduates 
of foreign language high schools. In this connection it would be 
expedient to apply the rich experience of the other socialist countries, 
of the USSR above all, where additional one-year language training is 
offered to selected student groups among graduates of VUZ in scarce 
skills. Subsequently, such groups become potential cadres for scientific 
and technical assistance. 


The development of an overall strategy for scientific and technical aid 
given the developing countries should also be consistent with the possi- 
bilities of the individual countries to link such activities with 
specific forms of other foreign economic relations such as, for example, 
the granting of engineering and technical cadres along with deliveries 
of complete projeccs, machines, and equipment, of agricultural special- 
ists with shipments of agricultural equipment and chemical fertilizers, 
and physicians and medical teams which would accompany shipments of 
Bulgarian pharmaceuticals and medical equipment. This way the problems 
of economic and scientific and technical cooperation could be considered 
on a comprehensive basis at intergovernmental meetings. This, in turn, 
would contribute to the further expansion and intensification of our 
comprehensive relations with a number of developing countries. 


At the present stage problems of scientific and technical cooperation 
play an important role in the overall foreign economic policy of the 
Bulgarian people's republic and should remain a subject of particular 
attention and close study. Improving activities related to providing 
scientific and technical aid through the assignment of specialists, and 
the development of new methods are prerequisites for strengthening our 
friendly relations with a number of Arab and African states following a 
democratic path of development. The assistance they receive from the 
socialist countries contributes to the strengthening of the national 
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economies of the young states, the creation of their own heavy industry, 
the development of new production sectors, and the more efficient utili- 
zation of natural resources and manpower reserves. This gradually 

raises the living standard of the population. These objectives, included 
in the most important documents of the communist and workers parties of 
the socialist countries, confirm their steadfast aspiration to actively 
contribute to a conversion of Asian, African, and Latin American coun- 
tries into equal partners of industrially developed states, thus assuming 


their proper position in the international division of labor and the 
world's economy. 
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LIST OF ARTICLES PUBLISHED IN 'VUNSHNA TURGOVIYA' IN 1979 


Sofia VUNSHNA TURGOVIYA in Bulgarian No 12, 1979 pp 26-27 


‘Text | Articles (articles, surveys, and others) Issue No 
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BULGARIA 


INDUSTRIAL PRODUCTION DURING THE JANUARY~APRIL 1980 PERIOD 


Sofia TKONOMICHESKI ZHIVOT in Bulgarian 14 May 860 p 4 


|Report by the Committee for Unified System for Social Information: 
"Bulgarian Industry Between January and April 1980" | 


[Text The subunits of the industrial economic organizations overfulfilled 
their April marketing plan 8.4 percent. For the first 4 months of the 
year %9 percent of the planned income was received. 


Compared with April 1979 output rose 5.3 percent. The growth for the 
January-April period was 4.4 percent. 


The production of some basic commodities was as follows: [see following 
page| 


Comment 


The April results show further improvements in marketing by industry. 
Thanks to the overfulfilliment of the plan for commodity output by 2.6 per- 
cent and the greater operativeness and flexibility displayed in prompt 
shipments to consumers, the monthly monetary income plan was overfulfilled 
8.4 percent. The marketing plan for the first four months of the year 

was fulfilled 99 percent. 


Despite improvements, a number of facts indicate that there still are sub- 
units and economic organizations focusing their efforts mostly on the 
overfulfillment of the production plan while lagging in prompt sales. 

This was the case of a number of subunits of the Committee for Transport 
Machine Building, Committee for Casting and Plastic Treatment of Metals, 
the Plants for Metal Cutting Machines DSO [State Ecomomic Trust], Elprom 
DSO, Resprom DSO, Glassware and Fine Ceramics SO [Economic Trust], Knitt- 
wear SO, and others. 


A study of t e reasons for lagging in the marketing of already produced 
goods has indicated that, most frequently, they may be reduced to the 
following: 
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Key: 
1. Measure 
2. Goods produced in 
3. April 
4. January-April 
5. Jan.-April 1980 in per- 
cent of Jan.-April 1979 
6. Electric power 
7. Million kilowatt hours 
8. Coal 
9. Thousands 
19. Briquettes 
ll. Rolled ferrous metals 
i2. Hot rolled steel sheets 
13. Plastic-lined steel 
sheets 
14. Steel pipes 
15. Thousand tons 
16. Electrical instruments 
17. Thousand pieces 
18. Lathes 
19. Pieces 
20. Electric hoists 
21. Forklift trucks 
22. Gas operated lift trucks 
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Calcinated Soda 

Nitrogen fertilizers 

Polyethylene sheets 

Chemical fibers and fabrics 

Cement 

Pressed wood and other wooden 
tiles 

Thousand cubic meters 

Paper 

Pane glass 

Thousand square meters 

Household glassware 

Thousand leva 

Porcelain tiles 

Household porcelain ware 

Woolen fabrics 

Million meters 

Silk fabrics 

Upper knitted clothing 

Meat 

Vegetable cooking oils 

Butter 











Unehythmical production, a8 @ result of which a large percentage of the 
output must be shipped out in the tinal days of the month. This seriously 
hinders ite Cimely Cransportation and receipt of payments by consumers. 
For example, 5O percent of the goods produced during the month were 
shipped to the consumers in the last days of April; 


subjective weaknesses expressed in delayed preparations for marketing. For 
this reason 21 percent of the subunite in industry fell behind between 
january and April; 


Lagging in commodity output. The four-month plan for this indicator was 
not tulfilled by about 15 percent of the subunits, mostly due to the under 
utilisation of capacities as a result of breakdowns and unplanned repairs, 
violations of technological and labor discipline, and so on. 


Particularly important items which determine che main material balances of 
the country were produced in excess of the planned figure for April. How- 
ever, some production facilities fell behind. The Ministry of Metallurgy 
and Mineral Resources failed to produce some types of rolled ferrous metals. 
The Ministry of Chemical Industry did not fulfill the plan for phosphorus 
fertilisers; the Ministry of Construction and Construction Materials, for 
cement; and the Ministry of Forests and Forest Industry, for lumber, cellu- 
lose, and others. 


The improvements achieved in the fulfillment of the industriel plan in 
recent months and, particularly, in April, indicate that the process of 
reorganization of the work in the spirit of the new and stricter require- 
ments of the economic approach is accelerating. The same pace of work must 
be maintained in this direction. At the same time, attention should be 
given to lowering production material-intensiveness. 
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BULGARIA 


IMPORTS OF FERROUS METALS SURVEYED 
Sofia VUNGSHNA TURGOVIYA in Bulgarian No 11, 1979, pp 18-21 


Article by Prolet Ilieva: "The Foreign Trade of the Bulgarian People's 
Republic in Ferrous Metals"! 


Text) Ferrous metallurgy is one of the determining economic sectors. 

It is the base and prerequisite for a number of other industrial sectors 
directly related to it as consumers of its output--machine building, 
automotive manufacturing, ship building, construction, transportation, 
power industry, and others. The production, export, and import of ferrous 
metals are indicators characterizing the general economic development of a 
country, for which reason they are of substantial significance to it. 


In Bulgaria the partyand the government are devoting steady concern 

and efforts to insure the continuing and accelerated development of this 
important sector. Particular attention is paid to it also in the Basic 
Directions of the Lith BCP Congress for the General Economic Development 

of the Bulgarian People's Republic. Considerable assignments were set for the 
Seventh Five-Year Plan (1976-1980). It was planned that by 1980 steel 
production will reach 3.5 million tons, while the production of rolled 
ferrous metals would reach 4 million tons, compared with a respective 
output of 2.3 million and 2.5 million tons in 1975. To this effect, by 
1980 the output capacities of the two metallurgical base: --the Kremikovtsi 
and Lenin metallurgical combines--will be reconstructed and modernized, 
reaching optimum capacity and high output and effectiveness. The 7th 
Five-Year Plan stipulated preparations for the building of a third metal- 
lurgical base with a most advanced technology. ! 


Along with the high pace of development of domestic ferrous metallurgy, 
foreign trade plays a decisive role in meeting the needs of the national 
economy for ferrous metals. The ferrous metals group holds one of the 
leading positions in foreign trade by industrial subsectors. In 1978 it 
accounted for 4.5 percent of Bulgaria's industrial exports. it was in 
third place after exports of products of the machine building industry 

(44 p and the food industry (21.8 percent). Ic is third in imports 
as weli, .. counting for 10.2 percent, after products of the machine 
building (41.2 percent) and the fuel (22.9 percent) industries.? 
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As a result of the high pace of industrial development achieved in the 
course of 35 years of building sectaliom in our country, and the progressive 
changes which have taken place in the national economic ratios, foreign 
trade in ferrous metals has been developing at a faster pace. At the same 
time, in accordance with the tasks of international specialisation and 
cooperation and secialist economic integration, the new directions followed 
in the development of Bulgarian foreign economic relations are contributing 
to the improvement ot its structure in its commodity and territorial 
aspects. 


In 1978 about 30 percent of the domestic needs for ferrous metals were met 
through imports.’ in the Sixth Five-Year Plan--1970-1975--Bulgaria's 
foreign trade in ferrous metals developed at an average annual growth 
rate of 10.7 percent. Imports outstripped exports. Within that period 
ferrous metal exports rose 50.4 percent, indicating a smooth average 
annual growth of 8.5 percent. The growth continued after 1975 as well, 
totaling 339.8 million leva in 1978. This trend will be retained in the 
future as well, as being consistent with the increased capacity of Bul- 
garian ferrous metallurgy. For example, the 1975-1980 plan calis for a 
38 percent increase in the production of ferrous metals in Bulgaria or an 
average annual growth rate of 6.65 percent. Bearing in mind increased 
imports (an annual average of 11.5 percent for 1970-1975), the country's 
overall resources are adequate for insuring the growth of exports. 


Bulgaria has a rich structure of ferrous metal exports, covering over 40 
separate items. The following ten products account for a substantial 
share: thick steel sheets--26 percent; billets--13 percent; steel 
shavings--9 percent; steel sheets--6 percent; sectional steels--5 percent; 
steel ingots--4 percent; pi imn--4 percent; wire rods--3 percent; and 
thin steel sheets--3 percent. This metallurgical output accounts for 

about 80 percent of the export of ferrous metals, whose exports are growing 
steadily. in 1978 the country exported 476,000 tons of thick steel sheets, 
243,000 tons of billets, 133,000 tons of wire rods, 71,000 tons of pipes, 
41,000 tons of sectional steels and others.* The exports structure is 
steadily changing, as the result of which the share of the products listed 
above have had different rates and development trends. Steel sheets, 

steel waste, wire rods, billets, steel ingots, and thick steel sheets have 
shown a rising trend, whereas the opposite has prevailed for thin steel 
sheets, sectional steels, pipes, and cast iron. 


Promising items in Bulgarian ferrous metal exports are thick steel sheets, 
wire rods, steel sheets, sectional steels, and T- and V-shaped steel. A 
basically positive aspect in the shaping of the exports structure has been 
the increased output of more extensively processed items at the expense of 
less processed ones. The gradual and proper development of such structural 
improvements is a major prerequisite for achieving higher economic effec- 
tiveness in foreign trade. 


Enriching the variety and quality of metallurgical output is another means 
for improving the exports structure and upgrading export effectiveness. 
Successes have been achieved in this respect. However, further efforts 
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must be made so that the exported goods may become more consistent with 
the strict requirements of the international market. 


Hlack and white Cin=plate, gince-lined steel sheets, wire mesh, pressed 
goods, bolts, nuts, washers, and others are relatively new items in the 
export list. The quantities of such highly processed goods remain 
insutfictent and will be increased. 


The territorial directions of ferrous metal exports by our country vary: 
we are Crading with about 30 countries. In most cases we are both 
exporters and importers according to specific requirements and the possi- 
bilities of our ferrous metallurgy. Our exports are almost evenly divided 
between socialist and nonsocialist countries, with some departures in 
individual years. 


Exports to CEMA-member countries are steadily rising. Currently they 
account for over 90 percent of our exports to the socialist countries. 
Their variety covers all exports items. Particularly high are the shares 
of thick steel sheets, billets, steel shavings, sectional steels, and wire 
rods. The main importers are the USSR, the GDR, and Poland. The USSR 
accounts for 32 percent of our CEMA exports. In 1975 it accounted for 
aimost 17 percent of our entire exports. We export to the USSR mainly 

T= and V-shaped steel, large sectional steels, thick steel sheets, pipes, 
and steel balls. We export to the GDR virtually all types of ferrous 
metals included in our export list. The biggest exports are thick steel 
sheets and wire rods. The predominant items in our exports to Poland are 
thick steel sheets, large sectional steels, ferromanganese, pipes, and 
steel balls. 


Yugoslavia is a major importer of our metallurgical output. We export to 
Yugoslavia mainly T- and V-shaped steel, large and small sectional steels, 
wire rods, thick steel sheets, steel wire, and steel balls. 





The volume of our exports to the non-socialist countries is rising 
steadily. Between 1970 and 1977 it rose by 60 percent. A favorable 

rising trend exists, thus insuring foreign exchange income for the financing 
ot imports. 


The developed capitalist countries have accounted for a relatively high 
share in some years (53 percent of ail exports in 1976, for example). 
However, this level is flexible, occasionally dropping below the level of 
1970==-69 percent. This fluctuation is due to circumstantial changes in 
the international capitalist market and, particularly, administrative- 
protectionist difficulties which must be surmounted in exporting to the 
members of the European Economic Community. 


The biggest importers of Bulgarian metallurgical output among the developed 
capitalist countries are Austria, the FRG, Italy, Belgium, and France. 











Our exports to Austria include pig iron, billets, T= and Veshaped steel, 
wire rods, thick steel sheets, and pipes. Exports to Austria began to 
rise ateadily after 197}, 


Our exports to the FRG include mainly billets, wire rods, and thick and 
thin steel sheets. Such exports have been rising both in tonnage and in 
percent of overall ferrous metal exports. The FRG is our traditional 
partner and, at the same time, one of the biggest importers in the world 
(in second place after the United States). This is a favorable prerequi- 
site for the growth of our exports to that country. 


In recent years we have increased our exports to Spain and Switzerland 
even though the amounts exported have been quite small. 


There has been a decline in exports to Italy, France, and Belgium as a 
result of the strong competition provided by the developed capitalist 
countries on the EEC market and as a result of the restrictive measures 
taken by these countries governing imports of ferrous metals from outside 
the community. 


Exports to Greece have been quite unsteady. A certain stabilization was 
noted after 1974, Bearing in mind that it is our neighbor and the general 
trend of development of economic relations with it on a mutually profitable 
basis, attempts should be made to increase such exports in the future. 


Exports to the developing countries have shown a greater growing trend. In 
terms of numbers they exceed the industrially developed countries importing 
our goods. Between 1970 and 1977 exports to this group of countries 
doubled. In 1977 they exceeded 300,000 tons. The main importers are 
Turkey, Syria, Iran, Algeria, and Lebanon. We export to Turkey virtually 
all types of ferrous metals produced for export; Syria imports mainly 
billets and wire rods; Iran imports thick steel sheets, pipes, and some 
types of wire. Our exports to India are relatively stable even though 
small, consisting mainly of steel ingots, steel wire, steel sheets, and 
thick steel sheets. 


All in all, rolled ferrous metals predominate in our exports to the develop- 
ing countries, i.e., more highly developed products. This increases the 
effectiveness and promising nature of such exports. Naturally, certain 
difficulties exist related mainly to the instability in the implementation 
of the sociopolotical programs for social and economic development of some 
of these countries. However, they are not insurmountable. 


The most important and secure means for surmounting obstacles in exporting 
our metallurgical goods on the international nonsocialist market are the 
following: 1. improving quality; 2. increasing variety in terms of type, 
brand, quality, and size; 3. insuring suitable packaging for the preserva- 
tion of the quality of the goods in shipment. Improvements in these three 
directions will lead to a better satisfaction of the requirements of our 
foreign partners, thus increasing the competitiveness of our goods. High 
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quality and variety will fetch better export prices. This will directly 
improve the effectiveness of our toreign trade in ferrous metals. That is 
why it is both expedient and mandatory to focus our attention to making the 
quality of our metallurgical exports more consistent with current inter- 
national standards, 


Bulgaria's ferrous metal imports are characterized by their planned erowth. 
During the Sixth Five-Year Plan imports rose 71 percent, having an average 
annual rate of growth of 11.5 percent. In 1978 the cost of imporcs 

totaled 758,700,000 foreign exchange leva or 23 percent above income from 
exports. The faster growth of imports is entirely consistent with the 
rapid increase of industrial requirements for ferrous metals in the course 
of the intensive development of the socialist economy. The high rates of 
industrial development of our country demand a high degree of availability 
of metals. In the present conditions governed by fast scientific and 
technical progress, it is impossible for a single country to meet its 
requirements for all types of metals entirely through domestic production. 
For this reason, participation in international trade and, more specifi- 
cally, terrous metal imports, is of substantial importance to the prompt 
satisfaction of the various needs for ferrous metals. Specialization pro- 
cesses are intensifying to an ever greater extent within the international 
division of labor. This leads to the characteristic trend in the inter- 
national trade in ferrous metals for the same countries to be both exporters 
and importers. 


The structure of Bulgarian ferrous metal imports covers over 50 items. A 
smal! percentage of them are relatively new--imported after 1974-1975-- 
including some types of pipes, ferroalloys, bent shapes, rivets, metal 
cord, and so on. Along with their great variety, our imports are char- 
acterized by a great variety in the percentage of imported commodities. 
Eight basic imported goods account for about 80 percent of all imports. 
Based on 1977 data, the individual shares of these items are as follows 
(in percent): steel ingots, 41.8 percent; cast iron, 12.2 percent; sec- 
tional steel, 11.3 percent; slabs, 7.5 percent; structural carbon steel, 
5.7? percent; thick steel sheets, 4.8 percent; and pipes, 2.4 percent. The 
remaining 20 percent of our ferrous metal imports account for between one 
and two percent each. More considerable among them are T- and V-shaped 
steel, railroad tracks, and steel sheets. Imports of strip iron, strip 
steel, wire rods, thin steel sheets, dipped steel, and others account for 
less than one percent each. 

> 
The share of the main product in our imports--steel ingots--has been rising 
steadily--by an annual average of 41.7 percent in the Sixth Five-Year Plan. 
From no more than 0.7 percent in 1970 it reached 37.6 percent in 14/5 anu 
41.8 percent in 1977. In 1978 we imported 1.2 million tons of steel ingots 
as against 929,000 tons in 1975. The trend of a relative and absolute 
increase in imports of steel ingots will be retained in the future, for 
this is the starting product for the manufacturing of rolled ferrous metals 
and other more highly processed goods whose production in our country is 
being expanded to meet domestic and export requirements. We are importing 
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steel ingots exclusively from the USSR, a situation which will continue in 
the future. 


The second highest item in our imports is cast iron. The imported quan- 
tities are rising steadily. At the same time, however, the production 
capacities of our ferrous metallurgy for cast iron are rising, as the 
result of which its share in the overall import of ferrous metals has been 
declining. It dropped from 17.6 percent in 1970 to 12.3 percent in 1977. 
Cast iron is imported entirely from CEMA-member countries, mainly the USSR 
and Poland. In 1978 imports totaled 801,000 tons (including metallurgical 
and casting). 


After steel ingots and cast iron, rolled ferrous metals account for a con- 
siderable share of our imports: sectional steel, slabs, structural carbon 
steel, thick steel sheets, T- and V-shaped steel, railroad tracks, and 
others. Over 85 percent of the rolled metals are imported from CEMA-member 
countries whose share is rising steadily. We import about 1.4 percent from 
the other socialist countries--Yugoslavia and the Korean People's Democratic 
Republic--while the balance comes from the developed capitaliscic countries 
and India. 


The share of rolled ferrous metals in our overall imports is declining 
steadily from 66 percent in 1970 to 35 percent in 1975 and 30 percent in 
1977. This relative decline, and, particularly, reduced imports of steel 
ingots and cast iron, is a positive phenomenon which contributes to improve- 
ments in the commodities structure and upgrades import effectiveness, for 

in this case the share of highly processed and, respectively, most costly 
products on the international market is reduced. Most generally, this 
represents savings in foreign exchange. 


The increased share of CEMA-member countries is a positive aspect in the 
development of rolled metal imports. 


Steel pipe imports are also showing a declining trend as the result of the 
growth of such output in our country. We import pipes from CEMA-member 
countries, whose share has been rising, and from some developed capitalist 
countries. 


Among the remaining import products a rising trend is shown by iron castings 
and ferroalloys. Characteristic of the import of ferroalloys is their 
variety increases after 1975 in connection with the needs for increased 
amounts and greater variety experienced by our ferrous metallurgy, involving 
a variety of quality steels. 


Imports of zinc=-plated steel sheets, white tin-plate, carbon cold-rolled 
steels, welding electrodes, steel tables, and other goods requiring greater 
processing are declining. The socialist countries are our main import 
partners. Between 1970 and 1977 their average annual share accounted for 
over 70 percent of the entire imports. A large percentage of such imports 
are within CEMA, accounting for over 95 percent of our imports from the 
socialist countries. 
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Our biggest supplier among them is the USSR which accounts tor 65 percent 
of our CEMA imports or over 50 percent of our entire imports for the 1970- 
197? period. Following it, in declining order, are the GDR, Romania, and 
Poland. Our trade with the CEMA-member countries is taking place under 
favorable and mutually profitable conditions, in the spirit of the prin- 
ciples of socialist economic integration. Its comprehensive development is 
considerably assisted by the activities of Intermetal, the international 
economic organization created by CEMA in 1964, With the developmenc of 

the integration processes our imports from CEMA-member countries will con- 
tinue to grow. 


Currently we are importing from Yugoslavia and the Korean People's Demo- 
cratic Republic as well. They account for 3 percent and 0.7 percent of 
our imports from the socialist countries. 


The share of the nonsocialist countries in our imports has been declining, 
from 25.6 percent in 1970 to 18.3 percent in 1977. We are buying mainly 
from the developed capitalist countries while the share of the developing 
countries (India, Algeria, and others) is under one percent. 


From the developed capitalist countries we import mainly some types of 
rolled metals (sectional steels, dipped steel sheets), highly processed 
items, and pipes. These are products which, in the future, will come to 

a growing extent from domestic production and imports from the socialist 
countries. Our more important suppliers are the FRG with 14.4 percent; 
Italy, 3.3 percent; and Austria, Japan, and France, about 2 percent each in 
our imports from capitalist countries in 1977. The FRG and Austria are 
developing as promising partners. In the case of the remaining countries 
within this group, the annual import volumes vary without showing a definite 
trend (France, Japan) or are declining (Italy) according to annual market 
conditions. 


In recent years the international market in ferrous metals has been in a 
state of severe crisis. Supply is outstripping demand. This is the basic 
reason for the unfavorable development of the markets for producers and 
exporters. 


A characteristic feature of the current situation of ferrous metallurgy in 
the capitalist world is the underutilization of production capacities. 

In some cases metallurgical plants are operating at 20-25 percent capacity. 
At the same time, the competitive struggle in the international market is 
aggravating. In order to strengthen their positions, the producers are 
forced to make new capital investments mainly in order to modernize and 
reconstruct existing capacities in accordance with the considerable achieve- 
ments of scientific and technical progress and to create new capacities. 
The governments of the developed capitalist countries are doing everything 
possible to assist metallurgical companies by granting subsidies, loans, 
and so on, or else by taking measures and actions aimed at blocking foreign 
competition on national or regional markets. A vivid example in this 
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respect is the systematically pursued protectionist policy of the EEC in 
terms of ferrous metal imports from third countries. Over the past two 
years this has been expressed in the formulation of specific measures for 
sharply reducing such imports and, at the same time, controlling prices 
through the introduction of quantity ceilings and a system of minimum 
import prices. This is accompanied by other concealed or open restrictive 
measures. 


A similar situation prevails in the domestic market of the United States. 
The system of minimum ("trigger'') import prices and compensatory customs 
fees was introduced in the country even before the EEC. 


Within the overall circumstances of increased chronic inflation, on the 

one hand, and the higher cost of fuels and raw materials, on the other, 
production costs in metallurgical output are rising. A contributing 

factor in this case is the stricter requirements concerning environmental 
protection regulations. This has raised international prices, even though 
the ratio between supply and demand on a global scale is not a contributing 
factor in such dynamics. Such conflicting trends are hindering the normal 
development of the cyclical development processes typical in capitalist 
reproduction, and create difficulties in the international trade in ferrous 
metals. 


In such complex circumstances prevailing on the international market, our 
foreign trade is implementing its export assignments serving the interests 
of the national economy. With a view to the further effective development 
of imports and exports, considering the complex circumstances prevailing on 
the international market, it would be expedient to investigate and find new 
possibilities and methods of foreign economic relations within the frame- 
work of the international capitalist market. This would include, for 
example, linking, on a compensatory basis, our exports from nonsocialist 
countries with counter exports of metals and other products by Bulgaria. 
This is of particular importance to our trade relations with the developed 
capitalist countries within the EEC who are our traditional suppliers of 
some metallurgical products but who erect increasing market protection 
barriers to our exports. 


We must also direct our efforts to increase exports to countries outside 
the Common Market: Austria, Spain, and Switzerland. Also promising are 
the markets of developing countries such as Turkey, India, Algeria, Syria, 
and others. Our exports to these countries must continue to grow and 
expand in terms of variety. 


FOOTNOTES 


1. "Osnovni Nasoki na XI Kongress na BKP za Obshtoikonomicheskoto 
Razvitie na NRB" [Basic Directions of the llth BCP Congress on the 
General Economic Development of the Bulgarian People's Republic ], 
Partizdat, 1976, p 34. 
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BULGARIA 


DEVELOPMENT OF ECONOMIC RELATIONS WITH CUBA EXAMINED 


Sofia VUNSHNA TURGOVIYA in Bulgarian No 11, 1979, pp 14-18 


| Article by Georgi Marinov: ‘Development and Prospects of Bulgarian-Cuban 
Economic Relations" | 


Text | Economic relations were established between the Bulgarian People's 
Republic and the Republic of Cuba immediately following the victory of 
the Cuban revolution. With every passing year they became ever more 
dynamic and broad. “The all-round cooperation between the Bulgarian and 
Cuban peoples,’ noted Comrade T. Zhivkov in his greetingsto the First Con- 
gress of the Cuban Communist Party, “assumed specific dimensions in all 
fields of socioeconomic life. It is manifested in the broad exchange of 
experience in the building of socialism."* The steady upsurge of their 
economies, constant aspiration toward improvements in their national eco- 
nomic structures, and active participation in the process of socialist 
economic integration are the material foundations for the ever deeper 
economic and scientific and technical cooperation and integration between 
the two fraternal countries. 


As we know, the Cuban economy is distinguished by some development charac- 
teristics. They are the direct result of the difficult legacy (one-crop 
agriculture, one-sided industrial development, and exceptionally great 
dependence on U.S. monopoly capital), of the country f.om its colonial and 
Capitalist development periods. The task of surmouncing within a short 
time the structural deformations of the national economy while, at the same 
time, making the most efficient use of available natural, material, finan- 
cial, and manpower resources, and taking maximally into consideration the 
advantages and the benefits of the international socialist division of 
labor predetermined the somewhat specific nature of Cuba's economic develop- 
ment in the initial stage of the building of socialism. It consisted of 
giving priority to the development of export sectors. The process of 
socialist industrialization was initiated and covered most fully agricul- 
ture, Sugar cane growing, sugar refining, and other extracting and pro- 
cessing industries, above all. The purpose was to insure on a growing 
scale the necessary accumulations for a subsequent acceleration of the 
country's industrialization, a task which the First Congress of the CCP 

set for implementation in the First (1976-1980) and subsequent five-year 
plans. 
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In the past 20 years the economic and scientific and technical relations 
between Bulgarta and Cuba have gone through two development stages: the 
firet covered the 1961-1970 period; the second began in 197) and is con- 
tinuing. This demarcation is based on the study of the condition and tasks 
of the Cuban economy in the individual stages and the major objectives 

and forms of economic cooperation. 


In the firet stage Cuba was resolving social and economic problems, whether 
inherited or additionally complicated as the result of the economic and 
political bleckade imposed by the United States. Under those circumstances, 
the task of the economic relations between the two countries was to give 

as much help a8 possible for the elimination of these problems. Economic 
relations developed mainly through trade. Bulgaria supplied Cuba, above 
all, with machines and equipment, some raw materials, and food. Cuba was 
given loans and hundreds of Bulgarian specialists helped in various areas 
of the national economy. The mechanism of economic cooperation gradually 
improved. In 1966 the first long-term agreement was signed for economic 
and scientific and technical cooperation and a trade agreement through 
i¥70. Slightly afterwards, an intergovernmental commission for economic 
and scientific and technical cooperation was set up. in the second half 

of the stage some new forms of cooperation were introduced such as the 
designing, delivery, and construction of complete projects in Cuba. In 
1968 a joint Bulgarian-Cuban experimental design bureau for agricultural 
machinery was set up, and so on. Most generally, during this stage the 
necessary economic and organization prerequisites were being set up for 

the conversion to a higher coop: ration stage. 


The second stage is different from the first, above all, qualitatively. 

To begin with, the problems which the Cuban national economy began to 
resolve after 1970 have been characterized by a number of new aspects. 

The emphasis fell on problems of social production intensification and 
maximum otiligation of the intensive factors of economic growth. The 
acceleration of the process of socialist industrialization assumed the 
focal position in the country's economic development plans. The gradual 
introduction of the new economic planning and management system was under- 
taken. 


Bulearian-Cuban economic relations entered a qualitatively new stage. The 
basic prerequisites to this effect were the stabilization of Cuba's economic 
deve lopment, @ the rich experience which was acquired, and the successes 
achieved in reciprocal cooperation, and the particularly greatly increased 
opportunities of our country, its industry in particular, to operate as an 
active leading partner in the establishment of production, trade, and 
scientific and technical relations with countries with a lower economic 
jevelopment level. Gradually, the central point of economic cooperation 
began to shift from foreign trade to material production. 


This trend is entirely consistent with the assessment given in the joint 
Cuban-Bulgarian communique issued on the occasion of Comrade F. Castro's 
visit co Bulgaria in 1972. The communique noted that “possibilities and 
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prospects exist tor even greater intensification and further development of 
economic and scientific and technical cooperation between the two countries, 
and that conditions have already been created for the conversion to 4 new 
qualitatively higher stage--spectalizgation and cooperation in all tields of 
joint interest to the two countries." Today we could say that a number of 
possibilities were practically implemented or are under way. 


The gradual expansion and intensification of economic relations in the 
material sphere is the main feature characterizing Bulgarian-Cuban economic 
relations at the present stage. At the same time, currently the foundations 
are being laid for the general directions of future economic cooperation and 
integration. 


The conversion te a higher stage of economic relations between Bulgaria and 
Cuba is objectively based on a number of prerequisites and factors. 


Firet of all, a certain adaptation of our industrial output to the require- 
ments of Cuba's market and national economic requirements was achieved as 

a result of the stable and growing development of mutual trade. It is a 
question, above all, of goods produced by the machine building, chemical, 
and food industries. The nomenclature of Bulgarian goods exported to the 
Cuban market is expanding steadily. 


Bulgarian-Cuban trade reached 254.1 million foreign exchange leva in 1978, 
compared with 600,000 foreign exchange leva in 1960 (see table). The 
average annual growth rate of reciprocal deliveries was stable and showed 
a rising trend. Between 1971 and 1975 it totaled 25.5 percent, including 
31.5 percent exports and 20.2 percent imports. In terms of Bulgaria's 
trade with CEMA-member countries, this is considerably above average. 


(B wan. ae.) 
L) Toanne — 9 — 
ae 0.6 | 06 | 0,0 
195 455 19,2 26,3 
i970 642 | 977 5 
1975 200.8 | 004 91,7 
1977 194.9 | 64 |= HB 
i978 | 254,I 142.8 3 
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Development of Bulgarian-Cuban Trade Between 1960 and 1978 (in million 
leva) 


KEY: 
1. Year 3. Exports 
2. Trade 4. Imports 
Source: "Vunshna Turgoviya na NRB. Statisticheski Danni" | Foreign Trade 


of the Bulgarian People's Republic. Statistical data.| Sofia, 1976, 1978, 
1979, pp 16 and 27. 
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The structure o° reciprocal trade has been relatively stable. About one= 
third of exports te Cuba consists of machines and equipment (some years 
their share has reached 40-50 percent). Characteristic of this group are 
some positive and lasting trends. Above all, in recent years the share 

of complete projects has increased both within the group and within overall 
exports. Their designing, delivery, and building on Cuban territory is 
taking place entirely with our assistance. Thus Bulgaria is making its 
most effective contribution to increasing the industrial potential of 
Freedom Island. <A number of projects which our country is building in 
Cuba, such as "The 26 July Heroes" machine building complex (for the pro- 
duction of agetcultural equipment), and the V. Levski Irrigation Equipment 
Plant, are of national importance to the Cuban economy and constitute the 
foundations of new sectors in the field of agricultural machine building. 


The prospects tor expanding the scale of construction of complete projects 
in Cuba are based on the steadily expanding needs of the country related to 
the accelerated industrialization process. The construction industry, food 
industry, a number of machine building, transport, chemical, and other 
industries are developing as the most important directions. The extensive 
possibilities for the designing, delivery, and construction of complete 
industrial projects to become the base for the further expansion of 
sclentific and technical production and trade cooperation are a major ele- 
ment of cooperation in this area. 


Individual icems of machine building output may be singled out in the 
machine and equipment group, confirming the good adaptation to Cuban 
requirements and conditions. This affects metal cutting and timber pro- 
cessing machinery, hoisting equipment, electrical equipment, refrigeration 
equipment, and others. 


Food and raw materials for its production became the second basic commodity 
group of our exports. The group of fuels, mineral raw materials, metals, 
chemicals, pharmaceuticals, and industrial consumer goods is increasing 

its share. 


The rising development of foreign trade relations is a manifestation of the 
growing importance of reciprocal economic cooperation for the development 
of the Cuban economy and for expanding Cuba's position within the system of 
Bulgarian foreign economic relations. Thus, for example, Bulgaria's share 
of the overall Cuban foreign trade has been growing steadily. Starting with 
1975 Bulgaria assumed the second position among CEMA-member countries. Our 
ountry is satisfying on a lasting basis a number of Cuban import require- 
ments. Between 1967 and 1974 Bulgaria was first and second in Cuba's 
imports of metal processing and timber processing machines, second and third 
in appliances and spare parts for tractors, second and third in steel pipes, 
third and fourth in agricultural machinery and tools, third in rolled steel, 
first and second in cheese, second and third in canned meat, second in 
animal fats, first and second in medicinal drugs, and so on.) Within the 
same period Bulgaria held leading positions in Cuban exports of most impor- 
tant goods: third and fourth in overall sugar exports, and first and second 
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in the export of molasses.° We know that it is precisely sugar and molasses 
that are the basic sources of Cuba's foreign exchange income. in turn, 

Cuba (6 meeting most of Bulgaria's import requirements for sugar and 
molasses. This is very important for a number of Bulgarian economic 
activities. 


the turther development of reciprocal trade will depend exclusively on the 
possibilities for expanded production cooperation and, particularly, of 
production specialization and cooperation. It is precisely they that will 
become the basic dynamising factor governing the development of trade 
between the two countries. 


Another major prerequisite determining the conversion to the new stage is 
the scale of scientific and technical cooperation. The steady intensifica- 
tion of cooperation in this area objectively called for a gradual conversion 
from scientific and technical relations to the establishment of production 
contacts. This aspect is quite typical of the development of economic 
relations between the two countries. 


Sctlentific and technical cooperation has acquired a long history and 
traditions. It became so important that at the llth session of the inter- 
governmental commission the decision was made for the permanent work group 
for scientific and technical cooperation to be given a subcommission status. 


All basic methods used among CEMA-member countries, together with methods 
typical of the two countries alone, have been applied in the cooperation 
in science and technology. 


Along with traditional methods such as trade and exchange of information 
data, finished results of scientific research and experimental design 
projects, technology, and practical experience described in documents, 

the training and exchange of national cadres, technical assistance, and 
technical aid, establishment of direct cooperation between similar depart- 
ments, and so on, are assuming ever greater importance. 


Let us emphasize that, taking into consideration the characteristics in the 
development of the Cuban national economy, and the great need for scientific 
and technical aid, the efforts of both countries are focused exclusively 

on providing help in the solution of scientific and technical and experi- 
mental-design problems of strategic importance to the country's economy. 


The instruction, training, and retraining of Cuban cadres is a very impor- 
tant trend in the field of scientific and technical cooperation. It is 
directly related to the socioeconomic development of the country. Indus- 
trialization and the increased complexity of national economic tasks raise 
new requirements in this respect. Bulgaria is helping to upgrade the skills 
of hundreds of Cuban citizens in agriculture, mining, geology, machine 
building, automation of production processes, hydraulic construction, and 
others. Other promising areas include nuclear power industry, electronics, 
electrical engineering, and chemistry, areas in which Cuba still lacks an 
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adequate industrial and training-experimental base. Particularly good 
opportunities are found in areas involved in cooperation and integration 
and, more specifically, those related to the building of complete projects 
and the development of production specialization and cooperation. 


lechnical assistance and technical aid are the broadest possible form of 
acientitic and technical cooperation. From 11 in 196] the number of 
Bulgarian specialists working in Cuba reached about 750 between 1976 and 
1980.’ The group of Bulgarian specialists is second largest, that of the 
USSR being the first. Comrade F. Castro highly rated their activities in 
his report to the First Congress of the cop,§ 


Providing technical aid and assistance in tens of sectors, subsectors, and 
national economic activities remains a major line. This includes hydraulic 
power construction, reclamation, road construction, operation of irrigation 
systems, training of mechanizer cadres, repairs and operation of agricul- 
tural machinery, urban and regional planning, and others. Granting tech- 
nical aid in the construction of projects based on Bulgarian designs and 
using Bulgarian equipment is assuming greater importance. Thus, by the 

end of this year the share of Bulgarian specialists involved in the 

building of the "26 July Heroes" and the V. Levski Plant will total approxi- 
mately 1? to 18 percent” of the overall number of Bulgarian specialists in 
Cuba. Excellent possibilities are appearing for granting technical aid 

and cooperation in connection with the initiated extensive production 
cooperation between the two countries in a number of machine building areas. 
Since in most cases it is a question of new production facilities which 

Cuba will develop on the basis of specialization and cooperation with 
Bulgaria, unquestionably, the reconstruction, expansion, and construction 

of new capacities will take place with our country's help. Extensive 
opportunities appear also along the line of multilateral cooperation within 
CEMA. One of the biggest Cuban industrial projects will be built on a 
multilateral basis. The commitments of the individual CEMA-member countries 
will be concretized on a bilateral basis. This would include the required 
technical aid and assistance. 


In recent years a relatively new form of scientific and technical coopera- 
tion was developed: direct cooperation between ministeries, departments, 
and organizations of the two countries.Over 30 contracts for direct 
cooperation were signed, making it possible to resolve on a comprehensive 
and operative basis corresponding scientific and technical problems as well 
as problems related to the long-term development of production cooperation. 


Unquestionably, joint research is one of the most progressive and promising 
forms of scientific and technical cooperation. They cover joint scientific 
research and development, coordinated and jointly agreed upon scientific 
and technical studies, the creation of joint collectives (temporary and 
permanent), joint laboratories, scientific research institutes, planning 
and design bureaus, and so on. At the present stage this form is still 
underdeveloped. We must undertake the implementation of a coordinated 
scientific and technical policy between the two countries. This will 
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enable us to achieve an effective division of labor in science and tech- 
nology and, on this basis, to engage in joint studies in areas of reciprocal 
interest. 


At an earlier stage, some joint agencies engaged in scientific research and 
experimental design activities were set up between the two countries. In 
addition to the joint bureau we mentioned, starting with 1974 a joint bureau 
for retrigeration and air conditioning equipment began operations. Such 
scientific research is being carried out also by the L. Dimitrova Experi- 
mental Vegetable Production Center. All of them are located in Havana. 

The reasons for their earlier appearance may be found in the urgent need, 

as of then, for the most effective methods for providing Cuba prompt and 
effective assistance in resolving important national economic problems. 

Two centers were organized in connection with production cooperation pro- 
grams: for technological designing for machine building enterprises, and 
for the study and designing of new goods. They too are engaged in similar 
joint activities. Other joint forms of scientific and technical cooperation 
will arise, above all in areas which determine the main directions of eco- 
nomic cooperation and integration between Bulgaria and Cuba. In the future 
joint sctentific research based on common scientific programs will find an 
ever greater application. The attention will be focused, first of all, on 
areas in which close production relations have been established. 


The trend toward ever closer interaction between production and scientific 
and technical integration will become the basic characteristic of bilateral 
economic relations. The uniform comprehensive approach to resolving prob- 
lems of scientific and technical, production, and trade relations, will 
become an objective requirement. 


Cuba's involvement in CEMA activities and in the process of socialist 
economic integration, in 1972, has been an important factor which has also 
influenced the development of bilateral economic relations. The tendency 
has been established for Cuba's most important national economic problems 
to be resolved on a multilateral basis. The individual organs of CEMA and 
the DTsPS stipulate a number of special measures aimed at the acceleration 
of Cuba's economic and scientific and technical development, the conversion 
of its economy into a specialized national economic complex within the 
system of the international socialist division of labor, and optimum func- 
tioning from the viewpoint of domestic and foreign conditions. This offers 
new possibilities for the expansion of bilateral economic relations between 
Cuba and the remaining CEMA-member countries. In accordance with multi- 
lateral agreements already signed, and those to be concluded, our country 
will become most actively involved in the solution of important long-term 
problems of the Cuban economy: the development of the nickel industry, 
Suger industry, citrus fruit growing, construction materials industry, 
science and technology, and others. This means a further expansion of 
bilateral economic relations as a result of the active participation of 
both countries in socialist integration. 


56 








the trend toward intensification of production cooperation betwe.cn Bulgaria 
and Cuba ts also based on some objective current features and on a number 
of similar directions in the development of the two economies. 


Differences in the levels of economic development and national economic 
structures between the two countries still exist. However, this is no 
obstacle to the establishment of production relations in different ways. 
The experience gained by Bulgaria in a number of economic sectors is a good 
prerequisite tor initiating production cooperation. It is reinforced by 
the tact that the Cuban economy still lacks important structural units 
which must be established and developed. On the other hand, both countries 
have similar trends of economic development. Thus, for example, with a 
view to the most efficient utilization of its natural and manpower 
resources, Cuba is also turning to the development of electronics and 
electrical engineering. Furthermore, providing services to basic economic 
sectors (agriculture, sugar industry, food industry, etc.) requires the 
development of sectors and production facilities such as hoisting-trans- 
portation machine building, bus manufacturing, agricultural machine 
bullding, ship building, equipment for the food industry, and so on. 
Thirdly, either economy plans the development of productidn facilities, on 
the optimum scale for the country, which would insure a material and tech- 
nical base for the qualitative reorganization of basic sectors such as 
machine building, power industry, and metallurgy. This means the production 
of metal cutting, hammer-pressing and casting equipment, tools operating 
through hydraulic power, and so on. We know that our country has rich 
traditions in a number of such production facilities. Naturally, Cuba and 
Bulgaria lack the possibility to produce the entire range of necessary 
machines and equipment, which requires a rational division of labor both 
between the two countries and within CEMA, 


Cuba's natural-weather conditions and existence of some specific resources 
(sugar cane, byproducts of che sugar refining industry, tropical fruits 
and vegetation, and so on) also presume production cooperation with a view 
to meeting specific Cuban and Bulgarian requirements. 


Ac this very initial stage, some characteristic aspects are becoming 
apparent in the production cooperation between Bulgaria and Cuba. First of 
all, Bulgaria is the leading country in the organization of production 
relations. This is objectively based on its rich experience in the pro- 
duction of a number of mostly machine building items on the basis of spe- 
cialigation within CEMA. That is why production cooperation in machine 
building between the two countries is concentrated on lifting-transport 
machine building, Lifting cranes, metal processing machinery, hydraulic 
elements, refrigeration equipment, forgings and technological equipment, 
water pumps, and others. In the field of electronics the efforts are 
focused on computer equipment, minicomputers, control systems, and 
electronic elements. In the other sectors as well there are areas in 
which Cuba has the necessary conditions for development while Bulgaria has 
achieved substantial results and successes. Secondly, let us emphasize as 








a durable characteristic of production cooperation its comprehensive nature, 
it is noteworthy that all programs in the individual fields show a desire 
tor production cooperation to be comprehensive, insuring the existence of 
the uninterrupted cycle of science-production-marketing. The principle 

of beginning with traditional forms of scientific and technical cooperation 
(exchange of information, documentation, and specialists), followed by the 
creation of development bureaus and centers, the establishment of production 
relations (specialization and cooperation), joint development of capacities, 
and the search for optimum solutions in the marketing of produced goods 
must be followed in its general lines. Thirdly, at this stage and in the 
next decade, industrial cooperation must be the basic form of production 
cooperation. This is required by the circumstance that Cuba has not as yet 
suffictently developed internal specialization and cooperation, and has 
limited production possibilities. That is why, initial'y. the purpose is 
to create the necessary internal prerequisites for the untry to produce 

a specific variety of assemblies and parts and, subsequently, to specialize 
in the production of finished goods, assemblies, and parts, and specific 
types of products of its machine building industry. Considering the char- 
acteristics of the Cuban economy, at this time, the classical system 

for production cooperation (reciprocal procurements, unilateral deliveries 
paid for in finished goods, and so on) cannot be applied for the time 
being. The main task of production cooperation between Bulgaria and Cuba 
is the organization of the production of machine building goods in optimum 
series, to become the nucleus of important Cuban machine building sub- 
sectors, contribute to the fuller satisfaction of national economic 
requirements, and increase the country's export opportunities. This way, 
production cooperation must contribute to the solution of important prob- 
lems related to the industrialization of the Cuban economy. This means 
that it must be developed exclusively on a long-term basis with specific 
objectives set for each stage. Unquestionably, under such circumstances 
new efficient solutions may be sought, related to the entire set of prob- 
lems (scientific and technical, trade, marketing) for the organization of 
production cooperation between Bulgaria and Cuba. 


Cooperation and integration between our two countries in the material 

area also cover the chemical and light industries, the power industry, 

the food industry, and agriculture. In the course of the visit which the 
Bulgarian party and government delegation paid to Cuba, in April 1979, 
Comrades T. Zhikov and F. Castro signed a program for the further develop- 
ment of economic and scientific and technical cooperation and socialist 
integration between Bulgaria and Cuba for the period after 1980. It 
reflects the strategic directions and long-term prospects for economic 
cooperation and integration between our fraternal countries. 


The program calls for the further expansion and intensification of bilateral 
economic relations under conditions governed by the energizing of integra- 
tion processes within CEMA. For this reason, the program includes areas of 
cooperation and integration based not only on the development of bilateral 
economic relations but on a multilateral basis and, particularly, through 








the DTsPS. Thus, for example, together with the other CEMA-member coun- 
tries, Bulgaria will actively help Cuba co develop its nickel industry, 
raise sugar cane and produce sugar, grow and process citrus fruits, expand 
Cuba's scientific and technical potential, and others. The program assigns 
an important role to areas of production cooperation based on specialization 
and cooperation. It is no accident that the joint Bulgarian-Cuban communi- 
que on the occasion of Comrade T. Zhivkov's triendly visit to Cuba noted 
that "conditions have been created as a result of Bulgaria's and Cuba's 
increased economic potential, for a converstion to a qualitatively new and 
higher stage in specialization and cooperation based on reciprocal 
interests."10 This applies mostly to traditional cooperation areas between 
the two countries such as lifting-transport machine building, hydraulic 
equipment, production of metal cutting machines, refrigeration and air 
conditioning equipment, water pumps, and equipment for the food industry. 
New directions were established as well: ship building, sugar industry 
equipment, and agricultural machine building. 


Cooperation in the electronic and electrical engineering industries will be 
intensified ona multilateral and bilateral basis. Economic relations in 
agriculture will acquire new dimensions. This is an area in which Bulgaria 
and Cuba have acquired rich experience and traditions. An energizing of 
mutual cooperation is contemplated also in the chemical industry, science 
and technology, transportation, local industry, and tourism. 


The program particularly emphasizes the intensification of joint activities 
in third countries, using suitable engineering, commercial, and other 
methods. 


In order to insure an even more stable and durable base for reciprocal 
cooperation and integration, the program calls for upgrading the role of 
the coordination of national plans and reciprocal consultations on basic 
problems of economic policy. 


On the basis of the program the corresponding Bulgarian and Cuban organs 
will look for mutually profitable and effective solutions to assist in 
reaching new peaks in Bulgarian-Cuban economic relations. Cooperation and 
integration along these directions will be a reciprocal contribution to 
upgrading the industrial and scientific and technical potential of both 
countries. 


FOOTNOTES 


1. “Purvi Kongress na Kubinskata Komunisticheska Partiya. Dokladi i 
Resheniya" |First Congress of the Cuban Communist Party. Reports and 
Decisions|. Partizdat, Sofia 1976, p 240. 


2. In the 1971-1975 period Cuba's gross national product and industrial 
production showed an average annual growth rate of about 10 percent, 
compared with 1.9 percent between 1961 and 1965, and 3.9 percent 
between 1966 and 1970. 
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PF. Castro. "The Future Belongs to Internationalism,"' Politizdat, 
Moscow, 19/74, p 433. 


Computed on the basis of "Vunshna Turgoviya na NRB. Statistichesk! 
Danni" | Foreign Trade of the Bulgarian People's Republic. Statistical 
data, 1978, pp 26=28. 

Based on "Boletin Estatistico 1971" [Statistical Bulletin for 1971], 
pp 246-263; "Anuario Estatistico de Cuba 1974" | Cuban Statistical 
Yearbook, 1974), pp 212<227. 

Ibid, 1971, pp 241-242; 1974, pp 206-207. 

RABOTNICHESKO DELO, 7 and 10 April 1979. 

See "Purvi Kongress....," p 225. 


omputed trom RABOTNICHESKO DELO, 9 and 10 April 1979. 


RABOTNICHESKO DELO, 13 April 1979. 





CZECHOSLOVAKIA 


FIRST QUARTER 1980 ECONOMIC RESULTS SUMMARIZED 
Prague HOSPODARSKE NOVINY in Czech 4 May 80 p 2 
[Summary by the Federal Statistical Office: "First ' arter of 1980") 


[Text] Most of the basic economic indicators showed greater dynamics in 
the first quarter of 1980 than the state plan for the entire year had 
anticipated. This fact was affected in some instances by the low initial 
basis of the first quarter of last year. The enterprise plans were over- 
fulfilled in regard to almost all production volume indicators in the 
first 3 months of the year. 


In the area of industrial production, the volume of shipments was higher 
than planned in all directions of sales. The export shipments to both 
nonsocialist and socialist countries at f.o.b. prices were greatly sur- 
passed. 


In agriculture, the progress in spring work was delayed because of bad 
weather in March. In the purchase of animal products, the schedule was 
not met for slaughter animals, but the targets were surpassed for poultry 
for slaughter, milk and eggs. 


In foreign trade, the total volume of exports exceeded the total volume 
of imports, while a higher growth rate was registered in trade with the 
nonsocialist countries. 


In domestic trade, the enterprise plans at the retail level were sur- 
passed in all trade organization with the exception of Klenoty [Gems]. 


In the centrally planned industry, planned shipments were surpassed in 

all main directions of sales during the first quarter of 1980. The enter- 
prise plans were exceedingly surpassed by industrial enterprises in export 
shipments to the nonsocialist countries at f.o.b. prices (by 12.2 percent), 
while the export shipments to the socialist countries were fulfilled 111.9 
percent at f.o.b. prices. Industrial enterprises met the targets set for 
sales to domestic trade 103.3 percent at retail prices, and sales of in- 
dustrial materials to the production sector 101.5 percent. In comparison 
with the same period of last year, the volume of shipments to domestic 
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trade at retail prices increased by 6.2 percent, while the export shipments 
to the socialist countries increased by 12.4 percent at f.o.b. prices and 
shipments to the nonsocialist countries by 32.8 percent at f.o.b. prices. 
The sales to the industrial sector increased by 5.7 percent. 


All indicators specified for the continuous control of the plan fulfiil- 
ment by the enterprises were complied with by 41.3 percent of all enter- 
prises in the first 2 months of this year. Among the seven indicators 
surveyed, the total of enterprise plans was not met in regard to three 
indicators, namely in deliveries to selected construction projects super- 
vised by FMHTS [Federal Ministry of Metallurgy and Heavy Engineering] and 
[MVS [Federal Ministry of General Engineering] (fulfillment amounted to 
88.9 percent), shipments for other sales (98.9 percent) and total produc- 
tion costs per Kcs of adjusted output. 


In agriculture, spring grains were sown on 364,000 hectares, that is on 
approximately 37 percent of planned areas during the first week of April, 
while sugar beet was plantéd on 25,500 hectares (that is on almost 12 per- 
cent of the planned area). Early potatoes were planted on 27 percent of 
planned areas. The progress in spring work lagged approximately 10 days 
behind the several years' average which was about the same as last year. 
The condition of winter crops is better than last year. 


In animal production, the number of animals was about the same as last 
year in the first quarter. 


As to the intensity of animal production, good results were achieved in 
increasing the average milk production per cow and in the average egg 
production per hen. In comparison with the same period of last year, the 
purchase of slaughter animals including poultry declined by 16,000 tons, 
while the purchase of milk increased by 91.1 million liters and the pur- 
chase of eggs by 35.5 million during the January-March period. 


In the building industry, the volume of construction work increased by 
10.9 percent during the January-February period: by 12.8 percent in 
capital investment and by 5.0 percent in repairs and other construction 
work. The indicators specified for continuous checks on the plan fulfill- 
ment were met to varying degrees by individual enterprises. A relatively 
large number of construction enterprises did not meet the indicators in 
the volume of construction work on the projects specified as mandatory 
tasks and on the centrally supervised projects planned to be completed 
this year. 


The volume of construction work earried out by the construction enter- 
prises’ own labor force was by 2.6 percent smaller in March 1980 than in 
March 1979, while the average daily production increased by 1.9 percent. 
The volume of construction work carried out by the construction enter- 
prises’ own labor force reached the value of Kcs 17.4 billion during the 
first quarter. The detailing of enterprise plans of building production 
was met 100 percent during the first 3 months. However, the enterprise 
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plane of Z28V [basic building preduction| were not fulfilled by almost 35 
pete ent af ‘ mat tte tion enterprises, 


Capita! investment and deliveries (excluding the "2" beautification cam 
paign and private construction) reached the value of Kes 24.8 billion 
(estimate) that te approximately 17.7 percent of the annual state plan. 


in all forme of housing construction, 11,954 apartments were completed 
during the Janue:» “earch peried, The annual plan of national committees 
wae fulfilled &./ percent, 


in public freleh’ (ranepertation, the freight transportation plan was sur- 
passed by #71. tense of commodities in March (the plan fulfillment 
amounted to 101.7 percent), and in comparison with March 1979 the freight 
traneportation volume was surpassed by 0.9 percent. 


The overel! Cranepertation targete were fulfilled 101.4 percent during the 
lanuary “arch period which means that the plan wae surpassed by 2,060,000 
tone of -cmmedities transported. This excess in the planned volume of 
freight transportation was achieved primarily by CSAD [Cerechoslovak State 
Automobile Traneportation) (the plan was surpassed by 2,245,000 tons), 
white the volume of ratlroad transportation remained slightly below the 
plan. 


The plan of railroad loading wae fulfilled 97.7 percent during the first 
} monthe of thie year, Among the key commodities, the smallest loading 
volume wae attained in metallurgical and engineering products, and build- 
ing materials. 


The average daily loading volume per railroad car unit increased by 1.1 
percent and the average railroad car circulation was 4.29 days which was 
by 0.5 percent longer than in the first quarter of 1979. 


In foreign trade at current prices, the annual target set for export to 

the eoctaliet countries was met 22.2 percent and to the nonsocialist coun- 
tries 22.8 percent, while the annual target set for import from the social- 
ist countries was met 19.6 percent and from the nonsocialist countries 

25.4 percent. in comparison with the corresponding period of last year, 
total exports increased by 12.4 percent and total imports by 10.3 percent 
in the first quarter of thie year. 


in domestic trade at current prices, the retail turnover in the main trade 
eyeteme reached the value of Kee 48.2 billion and increased by 6.4 percent 
in comparison with the same period of last year. The enterprise plans of 
the retail turnover increase were fulfilled 103.2 percent during the 
January-March period. 


Personal savings accounts grew from 15 February to 15 March 1980 by Kes 
704 million. As of 15 March 1980, the savings reached Kes 150.4 billion. 


Money supply wae Kee 40.5 billice ae of 31 March 1980. 
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PEDERAL STATISTICAL OFFICE 
Basic Indicators of Development of National Economy in March 1980 
Increment Over Comparable 1979 Period (in percent) 


Jan= ** 
industry Mar Mar = _Plan”_ 
Average number of workers 0.7 0.8 0.8 
Labor productivity =3.0 5.1 3.2 

Construction: 
Conetruction work completed with internal 
resources =2.6 6.8 3.8 
Average number of workers 0. 2 0, 4 0. 2 
Labor productivity -2.8 6.4 3.6 
Housing unite delivered by contracting 
enterprises 2.0 10.0 11.0 
Procurement: ri 
Slaughter animals (including poultry) -5.2 =3.6 0.4 
Milk 6.8 8.5 1.84 
Egas 0.8 5.8 3.2 
Retail Trade: 42 
Of the main geese systems -0.3 6.4 2.2 


Foreign Trade: 
ixporte to soctalist countries ~S.7 
Exports to nonsocialist countries -3.5 
Importe from socialist countries -10.6 -0.6 
Importe from nonsocialist countries 29.4 
Deliveries of centrally planned industries for 


Investments at wholesale prices - ~6.7 “1.9 
Domestic trade at retail prices - 6.2 4.7 
Export to socialist countries at FOC (free 
of charge) prices - 12.4 7.8 
Export to nonsocialist countries at FOC 
(free of charge) prices - 32.8 9.5 
Other sales for production needs and 
operations gt wholesale prices - 5.7 © as 
National income 4.5 5.8 5.4) 
Of which: Wages 4.0 4.9 4.0.) 
Actual monetary expenditures 1.5 7.3 3.7 





1. Increments compared to actual 1979 results. 

2. <All trade systems. 

3. Data on actual results refer to actual overall transactions, does not 
‘sclude federal plan (in contrast to overall transactions) actions not 
plenned within the framework of cooperation, unplanned reexport trade 
operations, barter, joint production trade, etc. 

4. Inerements compared to achieved 1979 results. 

5. Including estimated interest added to loans. 

6. Data calculated according to the treasury plan of the Czechoslovak 
State Bank. 
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CZEQHOS LOVAKLA 


MORE COST EPFICLENT CAPITAL REPLACEMENT SYSTEM URGED 
Bratislava PRAVDA in Slovak 21 Apr 80 p 2 


\Article by Viastimil Boura, First Deputy Minister, Federal Price Bureau: 
“On the Intensification of the Process of Capital Replacement --Concerning 
the Syetem of Measures for Better Economic Control"] 


(Text | The need to give a more vigorous boost to the system of management 

and make it more efficlent--in order to increase our economic productivity-- 
appeared on the agenda toward the end of 1973, when in world markets the 
prices of crude ofl and other raw materials skyrocketed. Only more thorough 
appraisals of products with highly useful qualities may counteract the impact 
of such prices on our domestic economy. For that reason, the demands coming 
to the foreground called for intensive factors to be consolidated in the 
development of national economy and for an efficient development that will 
be reflected in increased creation of national revenue, which represents 

the actual source of the material factor in our people's living standard. 


in June 1974 Leonid 1. Brezhnev declared about these problems: “Highly 
productive labor and economic efficiency are the factors directly determining 
how large will be the share of that part of our national wealth which our 
society earmarks for the improvement of our people's living conditions. For 
that very reason our party arrived at the conclusion that a transition to 
intensive methods of management, and an emphasis on the qualitative factors 
of growth are of enormous importance." Comrade Brezhnev further outlined the 
main directions: "The switch to intensive methods in economic development 
involves quite a few important, complex tasks in the economic management, 

and requires better planning, skillful application of economic tools, and 
more rigorous management and control." 


| repeat his words as proof that the measures which we are now introducing 
do not involve some isolated Czechoslovak problem, but that they involve 
joint tasks with which now also other socialist countries are coping, and for 
which they have been preparing themselves for several years. 





The Result of Several Years’ Work 


lhe system of measures aiming at improving the system of planned national 
economic management after 1980 represents a result of several years’ work; 
ite baste factors have been tested in selected organizations ana enterprises 
since 1978, Fxvperiments and analyses helped gain objective knowledge of 
these factors which, in agreement with soctety-wide interests, correctly 
motivate our workers toward higher efficiency and quality, and conversely, 

of these factors which, againat the needs of our society, lead to excessively 
bulky products to inadequate utilization of raw materiale and materials in 
the production ef goods, and to wastefulness in the consumption of fuels and 
power, 


The whole mechanism in the system of management, the interpretation of the 
plan, and the economic tools are focused on markedly improved efficiency of 
the management involving raw materials, materials, fuels and power, capital 
funds, and manual labor. 


The purpose of the changes adopted in planning and management, however, does 
not signal a search for new itndicatore--although their correct selection 
exerts very important influence on the conduct of the people, particularly of 
our leading workers--the purpose of the changes is to apply more thoroughly 
intensive methods in the process of capital replacement by means of a plan, 
by direct organizational and managing work, and by personal and enterprise- 
wide incentives with the application of such tools as incentive funds, wages, 
prices, interests, returns, etc. 


The system of measures proceeds from the premise that only ingenious utili- 
ration of all tools of direct and indirect control--in which the five-year 

national economic plan assumes the central function--may further boost the 

effectiveness of the planned management system which is in the hands of the 
people and serves the people. 


Although the application of the system of measures in our economic life 
involves a long-range process, we must rapidly achieve a substantial turn in 
one area, namely, in the focus on the material sector, i.e., on materials, 
raw materials, fuels and power. 


These days we are paying 50 percent more for their import than in the early 
1970's, which means that we must earn 50 percent more from our exports. 

Since we were no longer able to cover that growth with our machine-engineer ing 
exports, consumer goods had to come to the rescue; those must be products of 
superior quality, which we find in short supply in our domestic market at 
present. We must therefore proceed from the fact that each kilogram of the 
material we save in fact indirectly helps improve our domestic market. 


An urgent appeal for better management precisely in the area was expressed 
especially vehemently in the report of the 15th CPCZ Central Committee 
meeting: “We cannot say that our party has been paying adequate attention 
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to problema of eftfietency in sectal production in the past, However, never 
before have we faced such probleme with similar urgency as in the current 
situation, when we must scrupulously utilize each Litre of crude ofl, each 
kilogram of metal, each kilowatt-hour of electric power, and each kilogram 
of fodder, and use every working hour efficiently.” 


for that reason, the system of measures intensifies the task of the five-year 
plan and selects appropriate incentives, thereby focusing most attention on 
the ftullest possible utilization of materials, so that all manufacturers 
show interest in achieving the highest possible useful values of their pro- 
ducts at the lowest possible consumption of materiale, raw materials, fuels 
and power, and so that they simultaneously gain more benefits for their 
enterprises and workers’ collectives, 


Thus tar the focus on volume indicators (of the gross production type) 
stimulated workers in enterprises increasingly more in the opposite direction-- 
to keep pace with the plan by means of bulk and excessive consumption of 
materials. 


In construction we witness how overdesigned steel structures with excessive 
bulk are being frequently used in low-storied buildings. In bridge con- 
struction the enterprise literally prefers "to f111 up the valley with con- 
crete” rather than use modern lightweight bridge structures and thus, in 
fact, also fewer cubic meters of concrete, piling, planking, stripping 
operations, etc.--which, in terms of construction work, are most demanding. 
According to analyses, bridges with identical service parameters, identical 
spans, and identical vista areas of the spanned valleys showed as much as 
60 percent difference in the consumption of concrete, flexible and rigid 
reinforcement, and thus, also in overall costs. 


In highway construction enterprises prefer hauling to dumps high-grade stone 
recovered on the line and making up the bottom of the highway with a bed of 
stone commercially purchased from regular quarries located even at consi- 
derable distances. If the enterprise would use mobile crushers right on the 
line, crush the stone on the site, and transport it over short distances, it 
would complicate the fulfillment of its performance plan and thus, render 
the conditions for payment of wages much more difficult. If it does not, it 
is fully compensated for the recovery of the rock, its loading and removal 
to the dump, and reimbursed for the purchase, transport and placement of the 
stone on the line, which method is preferable for the fulfillment of the 
plan for gross production, 


We encounter similar negative phenomena in the industrial repair system as 
well as in housing maintenance. In terms of the fulfillment of the plan, 
it becomes more advantageous for the enterprise to replace even slightly 
damaged kitchen ranges, gas stoves, built-in furniture (kitchen units) with 
new ones whose full price is entered in outputs, than to repair them inex- 
pensively and at low material cost, because then only the cost of labor for 
the completed repair would be entered in the fulfillment of the performance 
plan. 
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in the industrial repair system it is more advantageous for an enterprise to 
scrap, tor example, the gears of railroad cars with worn sleeves, where new 
sleeves would be sufficient. However, each set of gears would mean about 
Kes 10,000 less in earnings for the fulfillment of the performance plan and 
thus, aleo for payment of wages, 


In engineering production we encounter many instances where the designers 
could eut the bulk of the products by as much as one half, while maintaining 
all their utility parameters, including service life--yet the enterprise 
faile to imelude the innovated product into its program for that reason that 
lower material consumption would mean a lower price for the product, and 
with lower prices the enterprise could not fulfill its plan, so long as the 
consumption of manual labor cannot be cut as much as the price, and the 
enterprise cannot balance the difference with additional products. 


Those are specific examples from practical experience, Therefore, in 1978 
we set torth the principle that the materials saved must fully benefit the 
manufacturer, while the price of the product remains unchanged. Although 
from the viewpoint of economy the consumer also should benefit from the 
reduced amount of materials, and the price of the product should be reduced 
to some extent, such partial measures are unable to reverse the approaches on 
the whole. 


‘eny examples from our experience may be quoted as proof of abuses of coop- 
eration for the purpose of the wasteful drive to reach the volume of pro- 

duction, contrary to society-wide interests, and moreover, abuses of coop- 
eration involving needless physical hauling of goods all over our republic, 


It is therefore imperative to proceed from the general premise that people's 
actions reflect their experience. Those criteria (indicators) that attract 
most attention and are met even by methods contrary to society-wide interests, 
so long as the interests of the enterprise are satisfied, determine the 
development of the funds of wages and rewards, as well as payments from such 
funds, and the evaluation of the fulfillment of the plan by the leading 
workers. 


In facet, the basic consideration is the target of the incentives. For that 
reason the system of measures excludes the whole material component from 

its basic indicator for the development of wage funds--in outputs proper--so 
that the enterprise may derive no benefits from its intensified participation 
in the fulfillment of the plan of production, but on the contrary, so that 
efficient savings of materials, fuels and power may be positively reflected 

in profits and thus, also in the fulfillment of that indicator. 


it is therefore correct to reemphasize that, in order to intensify the process 
of capital replacement and to achieve marked improvement of its efficiency, 

it is important to switch to substantially better management of materials and 
their utilization, to which also economic coercion must contribute with 
appropriately selected tools of the plan and control. 
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Value-Added Indicator 


because of ite significance in the creation of basic incentives for enter- 
prises the indicator of the net production type, introduced in the form of 
the value-added indicator, is one of the most essential measures in the system, 
The value-added indicator is created by deducting the material costes 
(including cooperation), costs for purchased services (for example, transport 
charges), fuels, power, and non-production costs (penalties, fines, etc.) 
from total outputs; thus, it consists essentially of wages, contributions to 
social security, deductions from basic funds, other costs of the non-material 
type, and profits. The value-added indicator will be applied to regulate 

the development of a major part of wage funds, and by the same token, in 
conversion of efficiency, and to express the qualitative tasks in the plan, 
particularly productivity of labor. Indicators applied thus far in the 
regulation of wages, containing also labor converted into products are 
replaced so as to provide much more emphatic incentives for highly efficient 
utilization and careful management of the material input, as well as overall 
suppression of the structure of production and speculative cooperation in- 
volving high consumption of materials. That is the main advantage of the new 
indicator. By the same token, this creates one of the inescapable conditions 
for the application of the merit principle when evaluating the performance 

of organizations and when rewarding the workers’ collectives. 


Savings of material costs--by which the profits are increased--will be 
reflected more intensively in the fulfillment of the value-added indicator 
than in indicators applied thus far. For instance, in industry where the 
material factor represents roughly two thirds of the total output, every 
time one percent of materials is saved the fulfillment of the value-added 
indicator is raised by 3 percent, and the situation is the same in price 
increases for technically advanced products and for products of first quality. 


[It is true that excessive material consumption and lower prices for inferior 
products are just as intensively reflected in a lower value-added indicator, 
with all the consequences stemming from it also for the creation of wage 
funds and for payments from such funds. 


Thus, the value-added indicator will be particularly challenging in the 
price area. We may expect that enterprises may try to obtain results more 
easily, for instance, by demanding higher prices, without correspondingly 
improved quality parameters of their goods. This is unacceptable. Price 
discipline must be a non-negotiable obligation, and its nonfulfillment must 
be penalized even more than before. 


Profitability of the Production Funds 


In addition to the value-added indicator, we encounter another new indicator 
in the system, namely, profitability of the production funds. The above- 
mentioned indicator expresses the relation of profits to the value of basic 
funds and supplies. In reality it represents essentially the period in which 
investments in machinery, equipment, buildings and supplies are returned. 
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fo be sure, it ie no longer enough to do nothing more than to watch the costes 
of manufacturing the product, in other words, the amount of material, power, 
wages and other costes in the process of its production; it is just as 
necessary to realize that sources of production were used, i.e., the amount 

of the production equipment and supplies involved in the process of production, 
In practical daily experience, thie involves monitoring to determine whether 
the increase in the productivity of manual work is accompanied by simul- 
taneous reduction in the materiale and investments required, 


it must be frankly admitted, however, that the fulfillment of the envisaged 
incentive effect of the wage forme depends largely on preconditions for 
smooth performance by the workers that may be created directly in the 
management of production, eo that the necessary materiale and all that is 
needed for a smooth production process are promptly made available to the 
workers, In its overall effect the system of measures should promote this 
objective, 


As Comrade Gustav Husak declared at the conclusion of the 15th meeting of 
the CPCZ Central Committee: "At this time it is imperative that the adopted 
system be consistently elaborated, that all organs approach ite implemen- 
tation in unity and with utmost responsibility, and that its gradual intro- 
duction be prepared with the greatest care, so that it may become a truly 
effective tool in the solution of objective taske of our national economy. 


(Subheadings by PRAVDA) 
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CZECHSLOVAKIA 


MINISTER OUTLINES DIRECTION OF CSSR ELECTRONICS INDUSTRY 
Prague HOSPODARSKE NOVINY in Czech 23 May 80 pp 1, 5 


|Article by Prof Eng Milan Kubat, Dr Sc, CSSR Minister of Electronics Industry: 
"The Intentions of the Czechoslovak Electronics Industry"] 


[Text] The newly established industrial sector employs about half the labor 
force of each of the other two engineering sectors but is expected to play 

an increasingly important role in coming years in all vital areas of the 
national economy by raising technical and economic indicators of all machines 
and equipment, conserving fuel, energy and supplies as well as labor and 
raising overall management efficiency and standard. 


The establishment of electronics as an independent industrial branch will 
render our position, tasks and work more difficult than in the past. 


The 14th Plenum of the CPCZ Central Committee has directed that we: 
~~manage with limited planned fuel, energy and supply resources; 
--fulfill the planned export tasks and help reduce import requirements; 
--save labor by raising productivity; 


--Meet work and delivery deadlines of capital projects especially those 
designated as priority projects; 


-~-fulfill mandatory market-fund tasks. 


These basic directives were specified by the ministry, the VHJ's [Economic 
Production Units] and the enterprises in the form of specific verifiable sets 
of measures; in addition, measures dealing with local conditions are also 
being specified. 


The Priority of the Spare Parts Base 
Spare parts will constitute the sector's basic philosophy because today 


large integrated microelectronic circuits call for such orientation which is 
further justified by the active demand for a number of specific parts (diodes, 
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transistors, luminous diodes and optical electronics elements generally), 
microwave parts, transmitter tubes and in addition, a large complement of 
passive parts aud electronic kit parts including connectors and kit parts 
for panels and housings. An indispensable component of modern electronic 
elreuits and installations are single-layer, double-layer multilayer surface 
comnectros. In the electrical equipment area, the production of standardized 
series of asynchronous motors, power capacitors, fast-power fuses and 

other parts and assemblies, mesomatics and small and stepping motors will 

be developed. In the area of automation technology, the focus will be on 
sensors and scanners, control and measuring parts, servomotors, signaling 
and other equipment, 


The entire parts and assembly base will be the object of our concern as will 
international division of labor including licensing agreements and cooperation 
with the objective of raising it thereby to a comparable international 
standard, 


The specific requirements of the electronics and electrical industry further 
focus special attention on the specialized equipment needed for electronic 

and especially microelectronic production. It is an area where we are 
especially vulnerable, where we have not yet developed adequately; it involves 
equipment which is most difficult to acquire on the international nonsocialist 
market because it is unique, vital fcr production and has, therefore, become 
an object of extortion and internationa! black market so that we are forced 

to pay exorbitant prices and meet strigent conditions. 


fhe 1980 Plan Tasks 


Specitication is based on the objectives of the Sixth Five-Year Plan. In 

some sectors the plan has been adjusted in accord with changes in the original 
assumptions. Foremost, everywhere and at all levels we must counteract more 
actively the foreign negative impacts on our economy and cope more effectively 
than hitherto with our own shortcomings. 


SPK [State Planning Commission] negotiations to secure supplies revealed, 
however, that no weakening of qualitative indicators can be expected. The 
1980 volume of tasks is as exacting as last year's but the qualitative 
indicators are more so. 


The production of goods is expected to increase 7 percent or 1.2 points faster 
than in the engineering industry. In individual VHJ's: in VHJ ZAVT Praha 

by 7.5 percent, the TESLA concerns by 7.4 percent, the VHJ ZSE Praha by 6.7 
percent and Chirana by 5.0 percent. 


The supply situation is difficult, therefore, all enterprises must concentrate 
the more urgently on fulfilling tasks which have to do with assortment and 
deadlines to prevent production bottlenecks. 


Selfish dog-eat-dog relations between enterprises which regard the fulfillment 


of their own plan as most important regardless of anybody else or even at 
the cost or to the detriment of other enterprises must stop. Enterprises 
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producing spare parts are responsible for the fulfillment of the plan by 
enterprises producing finished products. If problems are encountered, the 
supplier staffs, planners and technical production-preparation departments 
will be taken to task. Why were countermeasures not taken in time? 


Our ministry shares a great deal of responsibility for deliveries to and 
assembly of domestic capital projects and the export of entire plants 
involving an overall volume of deliveries in the amount of Kes 1.6 billion, 
representing 5 percent of the ministry's overall production. This includes 
primarily deliveries for a fuel and energy complex both for strip and deep 
coal mining, the construction of new powerplant capacities and in agriculture 
the assembly of silos and deliveries for irrigation systems. 


Export deliveries are among the most important tasks of the 1980 plan; 
deliveries to socialist countries are expected to rise by 7.8 percent in 
wholesale prices. All VHJ's will also increase greatly their exports to 
nonsocialist countries with the exception of ZSE which must restrict its 
export of copper cables. 


Of the annual export tasks to nonsocialist countries, 55 percent should be 
fulfilled within the first 6 months and 80 percent within 9 months in order 
to improve the import potential from these countries. Of other than capital 
imports from nonsocialist countries, the import of supplies is the most 
difficult area because the existing competing claims can hardly be satisfied. 
Therefore, commissions must be established in all enterprises and VHJ's 
designed to limit unneeded imports and reduce to the maximum extent possible 
the requirements for the import of raw materials and supplies. 


Our ministry's deliveries contribute actively to market funds. This year 
these deliveries are expected to be raised 5 percent in wholesale prices. 


in 1980, output is also expected to increase markedly, 7.3 percent for the 
entire sector. The increases in individual VHJ's vary widely: in the ZSE 
the increase is 9.4 percent, in ZAVT 9.1 percent, in Chirany 7.4 percent 
and in TESLA 4.4 percent. 


A major part of the production increase is expected to derive from increased 
labor productivity because the increase in the work force is minimal--only 
+0.4 percent or 958 workers. 


Earnings will rise about 2 percent depending on the VHJ as a result of rising 
productivity. 


At the start of 1980, we were lagging behind and have not caught up yet, 
due mainly to shortage of supplies--be it of copper which ran out or due to 
irregular deliveries of rolled steel (dynamo and transformer sheets). This 
affects mainly ZSE. 





The shortage of copper forces us and the Polish Peoples Republic to limit 
consumption. We need to ensure copper supply for the production of conductors 
for coils and create conditions for stopping imports from nonsocialist countries. 
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This will mean 4 certain reallocation of resources, for example, at the cost 
of copper cables which, where possible, will have to be replaced with 
aluminum cables. 


In this situation, unauthorized production for stock cannot be tolerated 
as a matter of principle especially when current supplies in stock are 
adequate and when their turnover time has actually slowed down, Greater 
pressure will be exerted on production to increase deliveries of products 
ir short supply. Therefore, it cannot be expected in these cases that the 
requirements of the plan can be reduced unilaterally. 


The other problems are the shortcomings in enterprises for our branch, An 
example is the nonfulfillment of the plan by the TESLA Orava national enter- 
prise which has many internal problems but also failed to receive deliveries 
from other enterprises among whom is also the VHJ TESLA Roznov. Respective 
general and plant managers including other management levels will be held 
personally responsible for the failure of subcontractors to meet deliveries. 


Preparation of the Plan for 1981 and the Seventh Five-Year Plan 


A balanced five-year-plan proposal is vital for the continued successful 
development of the national economy. The prepared and agreed upon draft 
plans for 1981 and the Seventh Five-Year Plan reveal that, compared with 
the past, the raw material, supply and fuel situation will be considerably 
tighter, combined with Lower imports from nonsocialist countries and the 
need for increased exports. Therefore, a reorientation to an alternative 
structure which can be expected to strengthen the export potential is 
called tor. 


\ reduced supply of raw materials calls for using hidden resources to better 
effect by accelerating the turnover time of supplies and improving the flow 

of supplies from supplier to consumer. Product innovation must be accelerated 
and the requirement for supplies and materials reduced. New capital projects 
must be kept to a minimum by full utilization of existing capital funds, 

their modernization and reconstruction. The available labor force must be 
used efficiently to reduce the need for additional labor. 


The guideline proposed for 1981 calls for production of goods for our 
ministry to increase 8.1 percent, an increase which exceeds this year's by 
|.1 point. An increase to 144.7 percent is being proposed for the Seventh 
Five-Year Plan varying from 130 percent in the case of ZSE VHJ to 190 percent 
in the case of the VHJ TESLA-Electronic Parts, Roznov (180-190 percent). 


Deliveries for export to socialist countries will increase markedly, by 

/.5 percent in 1981 and by 56.2 percent over the five-year plan; export to 
nonsocialist countries will increase in 1981 by 13.2 percent and by 88.7 
percent over the five-year plan. Deliveries for the home market will increase 
by 6.6 percent in 1981 and by almost 38 percent over the five-year plan. 


The tasks of the Seventh Five-Year Plan are expected to be fulfilled using 
2.4 percent more workers, which is half the number we actually need. 
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The basic and vital objective to be met is being able to manage with the 

very limited available supplies of power, fuels, rolled steel, metallurgical 
copper products, precious metals--gold, silver and many others, Essentially, 
the turnover times of vital materials are only about half of what they were 
in the Sixth Five-Year Plan, 


Prolonged negotiations and domestic resources give little hope that the 
proposed specification of raw material and supply resources can undergo 
an upward correction. In the end, the degree to which we will be able 

to reduce the consumption of materials in short supply will determine the 
degree of development we will achieve, 


rhe very important supplier-consumer relations will have to be settled before 
passing on the proposed plan, 


The ministry intends to use specification as a tool to influence production 
structure with the objective of correcting rapidly some existing disproportions 
in the spare parts base and the production of finished goods and at the same 
time reduce the consumption of supplies. 


Our Technical Policy 


fhe envisioned development of the Czechsolovak electrical and especially 
electronics industry must help develop and strengthen the factors which will 
elevate the CSSR electrical and electronics industry to elements fostering 
economic growth and at the same time remove the obstacles which have hitherto 
hindered it. Therefore, the question of accelerated research and the rapid 
mastering of production techniques, important in the entire national economy, 
are of special and greater urgency in our sector than in the others. 


The spare parts base: The scope of the state Electronics target program is 
as tollows: 


--passive spare parts; 

--semiconductor elements (discretionary) ; 

--~ganged microelectronic elements (10); 

--construction elements for radio engineering; 

--vacuum electronics products; 

--specialized technological production equipment. 

Within this framework the development of active spare parts and mainly of 
ganged microelectronic elements will be accorded priority. In the case of 
discretionary semiconductor elements development should aim at broadening 
primarily the assortment to meet the rising consumption of power output and 
high-tension elements, microwave parts, electronoptical elements and laser 


technology. In addition, also the production of hybrid electronic circuits, 
ganged parts and surface connectors will have to be developed. 
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in the production of passive parts besides technologica! innovation increasing 
the reliability and improving the technical indicators «f transmission and 
power tubes, catinode-ray tubes and other parts are supp emental objectives, 


Consumer electronics: for a number of years television sets were the most 
sought-after products and this trend will continue also in the eighties 

but in the course of the Seventh Five-Year Plan the black and white set will 
be replaced om the market with a considerably improved color set. Also, the 
production of radio receivers, phonographs, coil and casette tape recorders 
will be correspondingly modernized. Satisfying domestic demand better, 
especially with respect to greater assortments, must be sought also by 
intensifying international economic cooperation, 


Capital investment electronics: Here the main projects are the production 

of telephone exchanges with second generation cross-bar switches and trans- 
mission systems with frequency distribution. In the course of the Seventh 
Five-Year Plan, the production of electronic telephone exchanges and licensed 
production of extension electronic exchanges will begin. Of transmission 
technology, new radio relay equipment will be developed and the production 

of pulsating code modulation systems and modern telephone sets with uniform 
assemblies for all CEMA countries will begin. 


the USSR is expected to import a considerable volume of most telecommunication 
products. Also developed will be radio transmitters to 200 kW for higher 
efficiency, greater economy in cost and maintenance, television transmitters 
for the fourth and fifth band for automated operation, radio relay equipment, 
equipment for transmission by satellite, equipment for the public radio- 
telephone grid and radar landing equipment with high numerical signal 
resolution, 


Equipping machine tools, machining, textile and other machines including 
industrial robots with modern electronic controls is extremely important. 
New generations of automatic control systems will be built on license and on 
the basis of our own development. 


Measuring and laboratory instruments: Here the main emphasis will be placed 
on raising markedly the productivity of measuring and laboratory work 
procedures, 


Uniform modular measuring systems are being developed in CEMA countries and 
the CSSR will participate actively in this endeavor. Two systems will be 
developed: The IMS-2 information-measuring system and the CAMAC system 
destined primarily for use in nuclear technology. Both these systems have 
practically universal application because they are based on ECE and CEMA 
standards. Here the advantage lies in the fact that the CSSR will not have 
to produce all functional units of measuring systems but will be able to 
use complementary units produced in the other CEMA countries. 


In the field of laboratory equipment production, the CSSR has a long 

tradition in a number of applications such as, for example, in electron 
microscopy and spectroscopy, mass spectrometry and chromatography, polarography 
and other fields. For these applications, the CSSR produces equipment of 

high standard within the CEMA countries comparable to the world standard. 
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in thie fleld, the development and preduction of equipment for electronic 
lithography, potentially alee other highly sophisticated equipment for use 
in microelectronics will be eructal, 


aputer and automation teehmelegy! According te forecasts the dynamic 
rowth ia thie field will centinue, All ower efferte, technical know-how 
od orpganigational ekill will have to be directed toward improving labor 
vroductivity, shertening the time needed for innovating assortments and 
sttaining higher quality and broader range of application, 


basic unite and the entire JSEP and SMEP systems, the innovation program 
sime at the gradual improvement of output indicators and reliability and the 
completion of the leng incomplete assortment of epecific systems for the 
slieetion, tranemiesion and preparation of data systems for interactive 
ommenication with data bases, ete. The range of attenuation programe using 
punched Cape and punch card techniques will be broadened by new products to 


meet demand, 


he standard basic and applied programming equipment will have to be markedly 
laproved, 


New higher automation-control systems and their individual modular parts 
will be programmable. The outlined innovation program is also predicated 

n the innovation of main groupe of sensors and scanners, regulators, servo- 
motore and other related automation tools. 


The electrical engineering industry: Whole series of electrical motors 
sre being innovated, the mode of their installation is being changed, printed 

‘its are used in small types and static converters are used to feed 

< motors. In addition, new stepping motors have been developed. 


the field of electrical instruments and distributors the concept of 
amalgamation of construction parts will be pursued further and distributors 
with so-called fixed ineulation will be introduced. A new type of VUN 
jietributors using iron sulfide gas to extinguish the breaking arc is being 
leveloped. Of low voltage instruments, primarily heavy-class contactors will 
»e innovated to achieve a substantial saving in materials. 


the production of cables and conductors, plastic insulation will replace 
lead and nonferrous metais. 


While the use of glass fibers is tempting, it etill requires much research 
ind development work or the uee of licenses. 


he strategy pursued by the sector will have to take into consideration the 
rt supply of the material requiremen:s of the electrical engineering 
duction which will have to be alleviated by radical innovation. 


Medical equipment Since X-ray and medical electronics technology have 
recently undergone the most widespread expansion, technical development in 
the Seventh /ive-Year Plan will aim primarily at: 
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perfecting Aeray equipment for use in sciascopy and sclagraphy; 


we iiay mputer technology in instruments for the monitoring of body 
functions and fer autemating work in Biochemical laboratories; 


developing equipment for systemic organ replacement ; 


developing « sew generation of recording and monitoring instrumente, 
in add A, so-called “dental cabinet" will be developed to serve as a 
“Vatem! le ta Care technique, 
Mahagem 
ihe chanwme envisioned by the Complement of Measures to Improve the System 
{f Plas Management of the National Economy will have a considerable impact 


on our sector after '980, Appropriate preparation will have to be made 
everywhere, imitiative will have to be used to assess their 
impact. The objective is effective planning, not just fact finding. 


in order to implement these new principles in practice, 4 management and 

working commission was established at the ministry which will shortly specify 

i” Implementation plan of the proposed new measures adapted to our conditions 
thee » be put in force as of 1 January 195). 


f this year's plan are very exacting and are rendered even more 
urrent unfavorable supply situation. To bring about improvement, 
| conflicting claims of enterprises and ViJ's in ovr ministry on 
es gust be rapidly resolved. Then the timely fulfillment of such 
in desired assortments gust be ensured. Negotiations were initiated 
sinisterial level to ensure the implementation of the plan with 
‘o the eupp!y of some vital materials. 


it would be detrimental to succumb to pessimism and give 

of fulfilling the tasks. I am confident that a way will 

| the plan. But all economic management ieveis will have 

ndispensable contribution to this common goal by discerning 
to the fulfillment of the plan and removing then. 


. mitiative of the labor force continues to play an important role 
mplementing our economic tasks. Special emphasis needs to be placed on 
rodu n preperation and 4 new spirit instilled in the research, developmen: 
1 desi; production organizations including 411 engineers and 
technic iat mI ed in preproduction stages. The same applies to supply 
rganizat plenmning unite and technical facilities (toolmaking establish- 
ents, ie! mechanics, chief energy engineers etc.). 
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DEPUTY DEPARTMENT HEAD DISCUSSES ECONOMIC POLICY TASKS 
budapest TARSADALM] SZEMLE in Hungarian No 5, May 80 pp 11-19 


Article by Laszlo Ballal, deputy department head of MSZMP Central Committee: 
“About Our Economic Policy Taske--After the Congresses” | 


lext) The i2th Congress of the MSZMP, which wae held recently, was an out- 
standing event of our eoctal life. It broadly evaluated the social and 
economic growth that hae taken place in our country since 1975 and defined 
the moet important taeke of the coming period. The debate before and at the 
congress dieplayed communiaet responsibility, criticiem and self-criticiem in 
the analysis of the experiences in our growth, the resuite and the 
deficiencies. The congress, which wae very succeseful, was characterized 

by a creative atmosphere originating from a sense of responsibility toward 
the community and by an extensive preparedness and competence that vere 
manifest in the questions discussed. According to the expectations of the 
party membership and the whole society, it satisfyingly strengthened the 
previous gain political direction of our party, while adjusting the tasks 

of the changing conditions of the development, and it put sore emphasis 

than ever before on the most important factor .f development, namely, the 
human factor. 


In the following we are going to deal firet of . 11 with the activity of the 
congress with regard to economic and econo-political questions, partly with 
reference to the period covered in the reports but putting more stress on the 
taeka f the comping period. 


The Central Committee was able to report with satisfaction that the results 
achieved im the economy between the two congresses were aleo quite significant, 
thanke to the efforte of the party and the working people. The msterial 
and technical bases of socialiem will be further expanded and updated in 
the period of the Fifth Piwe-Year Plan; the nation:] assets will increase 
and the quality of life will improve. Some of the Fifth Five-Year Plan's 
targete will be reached, some will be exceeded and were others will not be 
reached. The growth of industrial production and n. tional income will be 
lese than planned. Industry's productive bases have been significantly up- 
dated, and technical quality and the workers’ profes ional competence have 
increased. The number of enterprises that manufactur? internationally 





competitive goods is growing, The targets of agricultural production have 
been wet. Agri ulture is meeting the demands of the country and the popu- 
lation at @ higver level of quality, Among the main areas of domestic con- 
sumption, Che volume of investments is higher and consumer consumption ie 
lower than planned, The increase of real wages and incomes is more moderate, 
On the positive side, however, the capacity of children's institutions and 
hoepitale and the number of pew apartments is somewhat higher than planned, 
Our efferte to balance the national budget will not be successful because 
the domestic and foreign conditions for economic growth are significantly 
more unfaverable than it wae possible to forecast in 1975. 


The leading ergane made far-reaching decisions between the two congresses. 
me of them te the Central Committee's 20 October 1977 resolution on lLong- 
range ecomemic policy and the development of the production structure. The 
etrategy for adapting to the new world economic situation was defined in 
thie resolution. The Central Committee's December 1978 resolution contains 
important elemente with regard to further intensive development, directive 
methods and practices in economic policy. There was progress in the nore 
complex definition of economic growth and in the exploration and further 
development of distribution characteristics as well. 


We came to the concluston that dynamic economic growth will not improve the 
balance te the given etructure of production. This is why the Central Com- 


mittee decided in December 1978 to make significant changes in the practice 
at tim The improvement of balance became the focal point of economic 
policy. We had to be ready to limit surpluses and to moderate the improve- 


ment in living standards in accordance with economic growth. The leading 
Organs took gore decisive steps toward exposing uneconomical activities. 


Fxperiencee gained in 1979 corroborate the correctness of the sodified 
practice im economic control, management and policy. Our goals in the area 
of foreign trade balance were reached in the year's national economic plan; 
along with @ moderate economic growth, exports have dynamically increased, 
importe were leee than planned and we were even able to compensate for 
excess loeees resulting from deteriorating terms of trade. 


The 198° plan te based on the further development of the positive processes 
that are apparent in the improvement of balance. The goal in production is 

peed up estructural changes, and that of d. tribution is to progress in 
step with the goderate pace of development. This is what the early-1960 
modifications are supposed to aid, which are an improvement of the economic 
regulating eyetem, suitable for long-range requirements. The price system 
and the sew principles of producer price formation have « central role in 
thesee changee. The new producer prices confors to world market prices in the 
so-called competitive areas that are closely related to foreign trade, 
intermediating the efficiency requirements that are possible to realize in 
international economic relations. For this reason, they will be gore suitable 
setendarde for the structural changes. 





is ieafe-a out athe, ea, HO Matters what their subject, show this-- 
Liwmat Guting thee ixth Five-Year Plan we should continue te follow the course 
of intensive development we embarked on in 1979, 
The resolution of the L2th congrese defines the improvement of national 
economic balance as the main taek of economic policy in the Sixth Five-Year 
> iF 


The probleme of national economic balance are connected primarily with the 
tructure of production and the effictency of the activities. Our country 
‘es fot rich in caw materiale and energy sources, while we must make increasing 
see of our Matural resources, the expensive and increasing importe in raw 
materials and energy are aleo needed, We can pay for them only with better 
work that produces more value, It ie our fundamental interest to use materials 
wd energy economically, to conserve sensibly and to decrease their specific 
use. We @uet strive to process raw materials to a higher degree in order to 
have an added value that is recognized at the international market at prices 
profitable for us as well The processing industry thus has a key role in 
the changes promoting the improvement of balance. Such structural changes 
are needed here which make poseible an economical increase of exports as well 
8 senelble substitutions for imports. Priority must be given to increasing 
ur export capacity If import eubstitution, for example in finished 
products, were to be pushed instead, that would only yield temporary advan- 
tages. We would be able to make less use of international division of labor 
md the compelling effect of competition, and this would lead, in the final 
analyeis, te dwindling possibilities in development. In many cases, however, 
we cannot give up temporary advantages either. 


The product structure in the processing industry is still too wide today. 

The iaprevement of the production structure requires selectivity and the 

dynamic growth of enterprises and production branches and activities, that 

make the most of materials, energy, capital goods and human lebor, that use 

an internationally comparable technology, and that manufacture godern products 
sht both on foreign and domestic markets. On the other hand, activities 
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that do not meet such requirements must be made economical; if this is not 


possible, then we muet be ready to gradually decrease or, if necessary, stop 
production entirely. If the activity stopped affects the basic provisions 

f the population, then the appropriate products must be acquired through 

t ta. 

he objective of this process is not to maximize production. The volume of 
production is a function of the intensity of the structural change. We 
annot count on big changes in a ehort time, but we must do everything pos- 


ible to adapt ourselves as fast as possible to international circumstances. 
Thies will determine when we can set forth again on the road leading to a 
more dynamic development and a faster increase of living standards which ve 
annot forego on the long range. 





Vur country has good potentials for agricultural and food production, We 
have valuable form lands, and our climate is favorable. Farm and food 
products have been for many years, and will continue to be among those which 
insure the Highest foreign exchange, Food products, together with energy, 
are important strategic products which are always in demand on the world 
market. Production te already almost twice as much as the domestic consump- 
tion of tarm and food products, We may put export interests in the fore- 
ground to further inerease production and to change its internal structure 
without endangering the domestic supply. 


fecimological development plays a decisive role in changing the production 
structuce, This must be increased despite the limited possibilities for 
investment. Modernization must also be made more rapid by a widening of 
reconstructive developments and by the elimination of out-dated equipment. 
The tact that the product modernization projects, which were started in 
19/)-1978 and which at that time added to our problems of balance as a result 
of their volume, can be finished today with less expense, and may be an 
advantage even now when investment activity is very much curtailed. 


The change in the , oduct and production structure necessarily entails the 
more efficient use and planned re-grouping of the labor force. The charac- 
teristics of labor management are changing. The labor situation was 
haracte: teed a few years ago by a general labor shortage. Although there 
ere etill wore jobs than workers today, the labor shortage has decreased 
14 Sony enterprises sensibly regrouped their labor forces. Nationwide demand 
and cupply of labor will approximate one another even more in the future. 
Steal! numbers gay be further decrease? in the areas of direct production as 
a rosult et an increase of efficienc ad a moderate increase of production 
Manpower will aleo be freed in the ve:.ous areas of management. At the same. 
time, employment will be increased in areas of public supply and productive 
and nonproductive services, 


| employment will be maintained as a social policy as an achievement of 
© eoctaliet evyetem. However, this does not mean that every one will stay 
at bie prewent job. In some areas a new labor shortage or surplus may be 
apparent in the future. These may be important signals for the direction of 
the possible and necessary movement of the labor force. We can be certain 
in any case that unjustified job changes will decrease and the conditions 
r improving efficiency and discipline will prove. 


The future pace of our economic growth will be determined, to a iarge part, 
the intensity and efficiency with which we participate in the internationai 

livision of labor. The fact that we belong to the community of socialist 
countries gives us strength and security. Our relations with the Soviet 

mion are especially significant and fundamental for our progress. Long- 

term contracts guarantee the safe exporting of our goods in high volumes and 
the importing of a significant part of advanced technology. In the coming 
period, however, we guest realistically reckon with the fact that our possi- 
»ilities for acquiring rew saterials and energy from the socialist countries 
are not as unlimited as they once seemed. 





We are striving tor a@ significant expansion of economic cooperation and 
foreign trade wit! countrles of the developing world, These countries are 
playing an increasing role in Che world economy, We give them assistance, 
in proportion to our possibilities, in strengthening their economic inde- 
pendence, 


Although international relations have be ome strained--relative to the 
period of the previous congress--and certain imperialist circles, mainly in 
the United States, are endangering the achievements of detente through their 
activities, we are firmly determined to continue with our work in developing 
economic relations with the capitalist countries as well, based on mutual 
advantages and equal rights. The bigger task will undoubtedly be the 
improvement of our exporting capacity to these countries. Agreements of 
cooperation with capitalist enterprises increased in the past years; these 
agreements give us an opportunity to expand our exports and to cover our 
import needs, We want to continue on this road, 


The management system must also keep in step with the changing economic 
situation and increasing demands. Planning, regulation, the institutions of 
management, and the organization of management units must be improved. Work 
in preparing decisions, the coordination of decisions, and the handling of 
the main economic processes must be improved in central management. Ali of 
this should net, however, have an adverse effect on enterprise independence. 
In coping with our economic tasks, we cannot afford to dispense with the 
independent and successful work, initiative and ventures of the enterprises. 


The economic regulatory system defines the conditions of financial interests 
of the enterprises and cooperatives. The regulation, changed as of 1980, 

puts a special emphasis on the new system of producer's prices, which reflects 
the world market's value assesement and efficiency norms, and thus helps in 
maintaining an economic clearsightedness. Normaltivity, i.e., the unified 
requirement system, is an important basic principle of the regulation. 
Profitability and unprofitability will become clearer and more unequivocal 
through a consistent application of all this. The organs of gsanagement have 
a great responsibility in implementing the new regulation, not only in its 
principles and on paper, but aleo in practice. 


The standard and conditions of living depend on the success of our economy. 
Despite more difficult conditions, the living standard has increased in the 
past years. However, we will reach the original objectives of the Fifth 
Five-Year Plan neither in the areas of real incomes and consumption nor in 
the improvement of productivity and efficiency. 


According to the resolution of the 12th congress, the main objective of 
living standard policies in the Sixth Five-Year Plan, knowing our possi- 
bilities for development is to preserve the results already achieved and the 
most important social accomplishments. The stability of the living standard 
does not mean any kind of immobility; certain elements and inner proportions 
of the living standard can, and will, change. The population's real income 
end consumption continues to increase if only to a modest degree. The living 
standard of those who are doing an outstanding job will continue to rise in 
the future as well. We want to improve the living conditions of certain dis- 
advantaged groups through central measures. 
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baistential security is a fundamental achievement of our society. Total 
employment and eoctal benefite will continue to be the solid pillars of 
existential security. Seciety guarantees an opportunity to work, and thus 

to make a living, for every ene, The individual's prosperity is based on 

the work he has done, The possibility to freely choose one's job will be 
maintained, but the demand for labor according to national economic interests 
will have a greater influence on finding employment, Social benefits will 
continue to be 4 guaranteed source of income for those whose existence 
depends entirely on then. 


We want to match distribution better with the present and expected conditions 
of economic development. <A reassesement of certain elements of the previous 
concepts of living standardse--born under favorable conditionse--is needed, 

and other elements will have to be considerably strengthened. 


According to previous practice, the plans included the simultaneous develop- 
ment and growth of all elements of the living standard, and only the timing 
of theee wae different at the moet. This is untenable in the present 
situation, A slower quantitative progress or, in certain areas, a sustainance 
of standards will not exclude qualitative progress. Supplementary financial 
sources gust be explored for certain especially important, goals of living 
standards, such as the present improvement of the conditions for raising 
children, for example. Finding these sources is primarily the task of 
production, originating from work, but distribution can also be improved by 
limiting the opportumities for drawing higher incomes than justified by the 
work done, and by examining those areas of benefits where, in comparison with 
the genera! level of economic development, there are slight excesses in the 
system or practice. 


We were not able to implement the directives of the llth congress, according 
to which the ieprovement in living standards should serve material prosperity 
as well as economic efficiency. In the present conditions, it is especially 

‘tified te connect the living standard more closely with efficiency and 
with the improvement of national economic balance. 


The party's directing bodies have dealt several times since the llth congress 
with the questions of living standard policy and distribution. The objective 
of the measures taken for the analytic exploration and further development of 
distribution is to make distribution a better incentive for intensive 
development, to match it with our economic possibilities, and to approximate 
ecocial justice that is demanded. 


in Our society, the main principle of sharing the goods produced is distri- 
bution according to achievement. in practice, this is manifested in wages 
and differences in incomes. There are three sain factors that affect the 
latter the work done itself (its quantity, quality and difficulty, the 
training it requires, the responsibility connected with it, and working 

nditions); the relationship between demand and supply of labor and the 

cial prestige of the given job; and the social considerations that deter- 
nine the sinimum wages. 
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in years past, wage policy consciously strived to level off the differences 
in incomes between the different jobs and professions, between women and 

men doing the same job, and between productive and non-productive areas; this 
has been realized, At the same time, we were not able to reach our goal, of 
achieving a differentiation of workers doing the same job, based on the 
quality and efficiency of their work, and also manifested in their wages. 


in principle, the wage and income regulating systems made it possible to 
differentiate between individual incomes, but they have not been adequately 
applied in practice. Often a conception independent of performance or a 
characteristic concept of socialist equality lurks behind the efforts of 
levelling-off, and this is frequently supported by corporate organs as well, 
Although this attitude is humanly understandable, its consequences are con- 
tradictory. While paying equal wages decreases certain sources of conflict 
within a group, it also creates new ones by limiting the incentives for 
better individual performance, which is, in the final analysis, not in the 
interest of the given group or society either. It is even more detrimental 
to society that the standards of performance become undependable and that 
the demand for a larger income, obtainable only by overtime work and moon- 
lighting, is exerting a pressure from below to maintain the disorganization 
that is apparent in the production process. 


The examination of the wage and income regulating system led to the conclusion 
that there is no need for extensive changes, only its incentive function must 
be strengthened. This is a question of the day, and it cannot be considered 
only as a concern of local managers. The regulation itself must better express 
the incentive character. This is the area where the new elements of the 
regulation, introduced as of 1980, bring about the changes. As the financial 
rewards for staff management increased, savings originating from smaller 
statis may be used for wage increases. The enterprises may have, depending 

on efficiency and their staff need, more differentiated possibilities for 

wage increases. Under stricter requirements, the annual tax-exempt wage 
increase could be, in principle, between 2 and 9 percent as opposed to the 
present 1.5 and 6 percent. 


in order to achieve a more consistent financial recognition of individual 
performance, it is necessary to measure and rate work more widely on the 

basis of objective standards and expectable requirements. From the standpoint 
of income differences, it is an unfavorable, but not exclusive, factor that 
for a few years there will be generally no, or little, possibility to increase 
real wages. This means that, while the real wages of the outstanding workers 
will increase, the real wages of those who cannot fully meet the requirements 
will etay the same or will even decrease in some cases. Since there is now 

an increased need for incentives to carry out our economic tasks, we must be 
ready tc .ccept wage differences on the basis of performance even under 

such circumstances, affecting both employees and managers. 


A characteristic area where distribution is according to performance is free- 
time work and money-making activity at one's own initiative, often done 
within the family for a supplementary income. Its characteristic areas 





include agricul.ural household plots and supplementary farms, activity in 
omili-scale industrial production and service, construction of homes and 
cottages with the family's help, and catering. The reason for the existence 
of all this is that the socialist sector is not capable, even within a large 
industrial framework, of meeting all demands. Supplementary farms, based on 
individual work, thus operate on the basis of the actual demand and, from 
the standpoint of the national economy, they are carrying out extra work. 


The MSZMP's 12th congress gave them high-level political recognition and 
encouragement. It was pointed out that their activity is beneficial both for 
the national economy and for the individual as it increases both national 
assets and the financial resources for maintaining the living standard. These 
reserves of our progress must serve our economic development even more in 

the tuture. For this it is necessary to connect these activities, even in 
non-agricultural areas, more closely with socially organized activities and 
with the socialist works. 


because of mixed social judgments or a lack of recognition, the population's 
work that is based on self-initiative is still carried out today simultaneously 
in legal, semi-legal and illegal ways. Thus the legal, economic, managing 
and controlling conditions for this activity must be regulated. A guarantee 
tor a favorable attitude, help and coordination by the socialist sector is 
also needed, which will not decrease but rather increase the population's 
ceal to work. Hungarian agriculture is already a beautiful and exemplary 
model for this, where a well-organized and efficient distribution of labor 
was developed, namely, the large socialist plants do the mass production 
that requires advanced technology, and the small plants closely connected 
with them primarily do work that requires manual labor. 


The incomes originating rom supplementary household plots, as well as the 
high incomes that are i.  -roportion with the amount of work, must be socially 
recognized. This does not include benefits resulting from monopoly, which 
considerably boost incomes in certain services as opposed to incomes for 

the same amount of work in the socialist sector. We must deal with monopo- 
listic situations by employing economic weapons, namely, by expanding and 
regulating legality and by increasing supply. 


Distribution according to performance is distc-ted by certain supplementary 
incomes connected with activities in the socialist sector. These include 
‘grease’ [pay-out for an anticipated favor], “thank-you money" [gratitude 
for a favor) and the tip, all of which constitute an income that is not in 
proportion with the work done and is not controlled socially. We have dealt 
with these phenomena several times before, there were even a political stand 
and a program of government measures taken against them. The tasks are well 
known but we cannot count on rapid results because of 24d habits and ways of 
thinking. Socially, the most dangerous of them is the “grease” money, which 

nothing but bribery. It is prohibited either to give it or accept it and 
we must fight against it using all the means of justice and law. The existence 
of “grease” is based on demand that exceeds the supply and on shortages of 
goods and services, and thus we can hope to eliminate it primarily by 








eliminating the shortages. The “thank-you money,” because of its wide use 
and the high amounts, makes is questionable in some places whether health 
care is free. It is thus an important question of medical ethics to confine 
it to within appropriate limits, but it also depends to a great extent on 
the attitude of the patients. Tipping is based on old traditions and it is 
the least dangerous phenomenon, but the increase of the areas of tipping, 
the increase of the amounts of the tips and its occasional extortion are 
causes of concern, The spread of tipping can be checked by economic and 
organizational measures, There is a danger in a more difficult period of 
economic development that the basis of this phenomena is going to widen. We 
must pay attention to it, and take measures against it in time. 


Our system of social benefits is well-developed, considering our level of 
economic development, and is internationally recognized. However, there is 
some unevenness in its inner structure. In the case of certain benefits, the 
practice is all too humane (for example, retirement benefits for handicapped 
persons, or bonuses to increase social security funds), while there is a 
significant shortage in hospital beds and services for the elderly. Pensions 
are much more differentiated than incomes. The incomes of families with 
several children are relatively lower than that of childless couples, in 
spite of various benefits. Distribution thus must be improved in the area of 
social benefits as well. 


The main tasks of social care are society's help in raising children and 
care for the elderly. We want to emphasize improving the conditions for 
having children. In caring. for the elderly the role of the family and the 
direct environment must be increased in addition to social benefits. It is 
justified to create retirement conditions which will moderate the differen- 
tiation of pension. One way for example, is to raise the minimum time of 
service necessary for retirement. At present, it is 10 years in our country, 
and this is not realistic 35 years after the liberation. We stand alone with 
this low requirement among the socialist countries as well as the rest of 

the world. Since the introduction of child care benefits 13 years ago, 
raising children also counts toward retirement. Under such conditions it is 
possible to expect from the members of society who are capable of work that 
they contribute in their active age to their future pension with more years 
of service. 


In spite of our limited resources, the network of insticiutions offering 
benefits-in-kind is being further expanded. Health care is going to have a 
key role and basic care will be improved, first of all, with special emphasis 
on increasing the capacity cf in-patient institutions. Because of a 
decreasing birth rate since the mid-1970's, the capacity of day-care centers 
and kindergartens can be perceptibly improved even by a more moderate 
development. At the same time, a large number of children are entering 
schools, which must accommodate them even through temporary solutions. 
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Not everyone shares equally in the benefits of social progress and the 
improvement in living conditions. There are disadvantaged classes. Dis- 
advantage, which is not synonymous with indigence, is caused by financial 

and cultural tackwardness, bad living conditions, certain characteristics 

of age, health, tactors of awareness and behavior, and disturbances in social 
contormity. The effect of all these may become accumulative. The majority 
of such persons are not capable of improving their lives by themselves. The 
state and social organs must pay more attention to them and help ease their 
problems, 


According to the second 15-year apartment building plan, 370-390,000 apart- 
mente will be built during the Sixth Five-Year Plan, and more money will be 
put into the maintenance of existing apartments at the same time. The rate 
of growth of families and the demand for apartments will be moderate and thus 
the apartment situation may significantly improve even with this many apart- 
ments, The number of apartments to be built is about the same as the known 
number of applicants was at the beginning of the period. We are striving for 
a more just system of apartment allocation which takes into consideration 

the financial situation of the families, the living conditions of families 
with several children and the starting conditions of young people. 


The party and government leaders still consider it especially important to 
have a balanced supply of goods amd better services. Their role will further 
increase in guarding and further improving the achievements in living 
standards. Through the coupling of producer and consumer prices we can 
continue to reckon with changing consumer prices. An improvement in the 
relationship between consumer prices and real values is needed, for this is 
an area where we are lagging behind. This means, at the same time, a more 
proportionate share of burdens between the state and the population. In 

the future, our economic policy wants to avoid, as far as possible, allowing 
prices to play an income-regrouping role. For this reason, the pace of 
increase of consumer prices must be kept within appropriate limits. 


in the present situation we must be more concerned with non-material elements 
of life style and with measures that influence the population's feeling and 
political mood. This includes the change to the 5-day work week, which was 


resolved at the 12th congress. This change must be coupled with better- 
organized work, with an improvement of working conditions and work discipline. 


it is the program of maintaining or partly improving the standards of living 


that we can define as the goal for the next 5 years. Considering our con- 
litions, and not underestimating our achievements, we must view the accom- 
plishment of this goal as a significant result. We do have things to safe- 
guard! Our party is, of course, optimistic with regard to the future. The 


willingness and creative mood of the masses and decent work will bring us 


success. 
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HUNGARY 


PRICE, REGULATOR MODIFICATIONS EXAMINED 
Budapest PENZUGYI SZEMLE in Hungarian No 5, 8 May 80 pp 323-330 


[Article by Peter Medgyessy, Judit Szabolcsi and Klara Kamaras: "Some 
Features of the 1980 Price and Regulator Modifications, and Fitting Them 
Into the International Mechanisms") 


(Text) Price System, Exchange-Rate Policy 


With the 1980 price and regulator modifications we wish to create a situ- 
ation in which economic units will necessarily feel the conditions that 
have become stricter for the entire economy. Our objective is to provide 
»pportunities for rapid growth to the most efficient and most economical 
producers; to enable, occasionally with temporary aid, the producers to 
catch up who at present are less efficient but are capable of development; 
and to let the least economical producers close down when continuation of 
their activity would not be worthwhile, neither to the state nor the enter- 
prise. 


In the process of structural change and modernization we wish to rely in- 
‘reasingly on the orienting and compelling role of prices. Pricing based 
om world-market prices serves this purpose. To a greater extent than be- 
fore, it takes into consideration the altered price ratios of raw materials 
and finished products on the world market. 


uur price system took into account even up to now the foreign-market price 
changes and followed their trend. In the sphere of raw-material prices 
--to a significant extent these were official prices--we employed the so- 
“alled method of price mixing. The essence of this method was that the 
domestic “average” price was computed as the average of the actual procure- 
ment prices weighted by the procured quantities. Under this system the 
foreign-market price changes modified the domestic price only in proportion 
with their role in procurment; the domestic price could undergo modifica- 
tion even without any significant foreign-market price changes, solely as 

a result of a change in the proportions of the provenances, although the 
procurement prices remained unchanged. 
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The Hungarier economy's raw-material base is limited, and we must rely on 
import to a significant extent. Up to now our economic growth has been 
rather materiai-intensive; an increase in the proportion of raw materials 
required for our further growth will likewise have to be procured abroad 
where in most cases we must anticipate increasingly severe world-market 
conditions. We are importing significant quantities of raw materials from 
CEMA countries at prices that, although advantageous, are rising and ap- 
proximating or reaching the world-market prices. A proportion of our addi- 
tional demand must be procured at the prevailing world-market prices. For 
this reason we have regulated raw-material prices--their modification will 
lie from now on predominantly within the competence of the enterprise--in 
such a way that the domestic raw-material prices will have to follow the 
trend of the world-market prices’ level and development. Only in this way 
will it be possible to achieve that our enterprises attain on the world mar- 
ket, under the pressure of their costs, the export prices that are realis- 
tically attainable. 


Within our price system the development of world-market prices as the basis 
of pricing extends also to finished products. In the so-called "competitive" 
sectors, which are able to compete on foreign markets, the economic units 
must base also their domestic sales prices on the world-market prices. Con- 
litions on the domestic market are not yet such that they automatically curb 
efforts to raise prices. Earlier, under the old system of pricing, our 
price system and financial system recognized also individual costs that can- 
not be recovered on foreign markets. The form in which this was done was 
sometimes the price itself, and sometimes the supplementary financial sys- 
tem combined with elements of individual subsidies. 


The real conditions of competition and the international requirements can- 
not be met with a single stroke, but our price system must signal the de- 
able direction of development. We need manufacturing prices that are 
iling prices. As a starting base, the actual Hungarian export prices are 
such ceiling prices. From the viewpoint of Hungarian industry, let us call 
these prices “requisite” prices. The requisite price fulfills its role if 
in the course of its functioning it enhances development of such conditions 
omy, management, effectiveness and marketing, and such changes in the 
nomic structure, that impart real meaning to the requisite nature of the 
price. The objective, in other words, is that not only the prices but also 
» production costs cor.“°rcm to the external, world-market conditions. 
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The price system is in close interaction with the level vf the exchange 
rates. Since we rely on the world-market prices on a wide scale, primarily 
the level of the exchange rates of the currencies that are bought and sold 
yn the world market is significant from the viewpoint of pricing. Our cur- 
rency 1S not convertible, and thus development of its exchange rate is not 
regulated by supply and demand. We approximate the forint's exchange rate 

computations, in the course of which we must weigh several requirements, 
some of them conflicting. The exchange rate must simultaneously: 


Enhance development of the export structure, through a differentiation of 
incomes; 








Approximate the baianhee Of expert and import, but without reinforcing, and 
pessibiy redueing, the foreign markets’ inflationary effeces., 


Inf Meeting this Latter requirement the exchange rate influences only the 
price tevel, but it dees not replace the function of the price ratios’ modi- 
fieation and change. An overvalued currency either curbs export or requires 
an extensive supplementary financial system that acte against the desirable 
transformation of the export structure, If we take the taske of the coming 
period, the considerations of structural policy are of outstanding import- 
ance among them. In the case of an exchange rate that takes extensively in- 


to account alee the efferte to curb inflation, these considerations of struc- 
tural policy can be asserted only | ~ eral purchasing power isa strictly 
regulated Thies is the path we + > f lleowing as of 1980, 

Under an exchange-rate policy that serves the objectives of structural poli- 


oy, then, requlation of purchasing power is of outstanding importance from 
the viewpoint of external equilibrium. Accordingly, entire price requla- 
tion and financial regulation must direct enterprise decisions so that in 
the final out we there will oceur desirable microeconomic processes that 
piace emphasie on equilibrium. In the course of this, on the one hand, the 
general tightening of the enterprises’ finances constricts effective domes- 
tic demana, Limiting a further rise in imports. On the other hand, the 
relative constriction of the domestic demand directs the growth- and profit- 
Oriented enterprises toward export. 


At the new price ratios it becomes evident that in many areas our produc- 
tion structure departs from the structure that the foreign-market prices 

4 outlays) warrant. Our objective is to modernize our economy. But to 
enhance thas we can expect only limited competition on the domestic market 
in the coming vears. <A good solution would be to intensify import compe- 
tition, but under our present equilibrium situation we cannot rely on this 
inetrument with significantly greater intensity than at present. We could 
forego a emaller proportion of our output, but not a significant proportion 
of over 10 percent within a short time, because the most favorable activ- 
ities would be unabie to compensate for the dropout so soon. Over and above 
this, a proportion of the unfavorable activities is still able to catch up 
with the favorable ones. Therefore we must resort also to supplementary 
financial inetrumente to force structural change and modernization. To this 
end we have set the exchange rate at a level such that the domestic prices 
based on foreiqn-market prices will constitute a strict standard; the so- 
called “requisite” prices are supplemented by a “requisite” exchange rate. 
In view of the product mix of our eaport, this exchange rate is of signifi- 
cance particularly in manufacturing. This is the area where the changes 

of the world-market prices and price ratios revealed our weaknesse the most; 
therefore thie is where we must become widely competitive with the foreign 
producers, a8 soon a8 possible. The dollar's exchange rate as of i January 
i980 is 4 forints. 


The standard of profitable economic activity, which we wish to achieve by 
taking the foreign-market prices more consistently in to account, will be 
much etricter under the new conditions. For a wide range of products we 
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Must fit t..@ Veluwe added inte the gap betwee, the diverging coats deter 
Mined by the fising energy and raw-material pr.ces, and the domestic sales 
prices defined by the export prices, Thus the level of international pro- 
ductivity and medernness beecores the standard for the value added, It is 
obvious that the eeonomy is unable to immediately meet the suddenly higher 
requirements, and that the individual areas vary considerably also in 

terme of their starting position and ability to catch up. We cannot forgo 
all the economic activites that momentarily are unfavorable; instead, we 
must give them an opportunity to raise their economic effectiveness, to im- 
prove their profitability by changing their product mix or through greater 
economies in the use of energy and raw materials, or to raise their produc- 
tivity by employing modern organizational methods. Important conditions 
for attaining higher prices are further progress in the products' degree 
of fabrication, and perfection of the commercial organization to ensure and 
preserve a Stable presence on the markets. 


A period of transition is required to catch up. To the enterprises that 
have viable concepts for further development, therefore, the state may 
provide production-modernizgation subsidies. Such subsidies are awarded by 
an interministerial committee headed by the minister of finance, on the 
basis of predetermined criteria and conditions. 


The international rules of conduct on subsidies also permit the application 
‘f ‘hie form of aid. These rules permit subsidies for promoting the gov- 
eromente’ broadly interpreted social policies; it is not their purpose to 
prohibit eubsidies for industrialization, structural change or the elimina- 
tion of regional differences. 


The eco,.omic unite receive subsidies commensurately with their proceeds 
from sales. The already attained ievel of international competitiveness 
weighs heavily among the conditions for awarding subsidies. Since our ob- 
‘ective is to increase the general export orientation of the econony, we 
believe it ie essential that more such aid be awarded to the economic 
unite that assume a role in this task. Assumption of a role may man. ‘est 
iteelf in traneforming the economic units’ product development to meet the 
jrowing requirements, in a higher level of marketing work, etc. Subsidies 
may also help to develop new products to replace uneconomical export, and 
to test such products on the domestic market. 


These subsidies are of a temporary nature, and their basic characteristic 
ie that they are degressive. The economic units, then, cannot “live” on 
such subsidies but are compelled to constantly improve their declining eco- 
nomic effectiveness. Our objective is to phas€ out such subsidies in four 
years in general, and in five years within agriculture and the food indus- 
try. The rates of degression will be identical. This places greater re- 
quirements on the economic units starting from an unfavorable level of eco- 
nomic effectiveness, with less stringent constraints on the economic units 
that start out from a more favorable level of economic effectiveness. 
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Kefund of Producer's Differential Turnever Tax 


haweMaterial prices and the procurement prices of energy vary with time and 
by provenances, Reproduction or iUnpertation of these commodities is beoom- 
ing More and more expensive and is a highly capitalentensive activity. For 
these reasons it is warranted that the mention products contain extra social 
net income, to compel their users to economize. The income realised in this 
manner i6 called producer's differential turnover tax. 


The producer's differential turnover tax is built inte the prices in the 
subsequent phases, and it burdens also the exporters’ costs cumulatively, 

to different extents. Therefore it is warranted that in export we refund 
the tax content, totally or partially. The accumulation, however, cannot be 
traced, and therefore the incomes can be refunded only on a compromise 
basic. In our economy the tax refund on industrial export is generally 10 
percent. The actual tax content can be better defined for larger areas, 

and thus some sectors receive tax refunds different from the general refund. 
in the clothing industry, for example, the rate of tax refund is 16 percent, 
because in this sector the tax content is above-average. Ferrous metallurgy 
does not receive 4 tax refund at present, because our objective is to export 
products in higher etages of fabrication. 


Solutions similar to our system of tax refund are well known in internation- 
al practice. In the Common Market and other developed countries, prior to 
the introduction of the VAT system, a cumulative turnover-tax system pre- 
vailed, under which it was impossible to quantify the taxes included or 
passed on in the prices. For this reason the refunds on exports were based 
on compromise rates that differed by countries. 


Export Subsidies for Agriculture and the Food Industry 


The producer's differential turnover tax realized in the prices affects al- 
eo the coste of agriculture and the food industry, and therefore also this 
area receives a tax refund. In the case of their nonruble-denominated ex- 
port, agriculture and the food industry receive a uniform grant of 25 per- 
cent that partially covers the tax refund and partially includes a certain 
amount of export subsidy. Products (for example, meat) whose world-trade 
prices are depressed due, among other things, to protectionistic and oc ca- 
sionally discriminative price factors, have a significant weight within 

our export structure. 


The channeling of additional resources to agriculture and its relatively 
separate treatment are likewise not new in international practice. The in- 
dividual capitalist countries resort to the most diverse methods to protect 
the income of their exporters, even at the expense of other countries. A 
good example of this is agricultural protectionism within the Common Market. 
The EEC countries have established a common agricultural policy, the essence 
of which is as follows: customs duties and quantitative restrictions on mu- 
tual trade have been abolished; wiiform agricultural prices have been in- 
troduced; and variable levies on imports from third countries are employed 
to protect EBC farmers. In the case of export outside the Common Market, 
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a subsidy equel to the difference between the highest ERC producer price 
and the imperting country's Market price is paid automatically, Te main- 
tain 4 suitable price level, the variable levies on imports and the sub- 
Sidies are modified frequently, in accordance with the seasonal variations 
of the individual products’ vorld-market prices, The bulk of the variable 
levies on imperte is centralized in the Common Agricultural Fund, from 
which the expert subsidies are financed, 


Accounting Practices 


Through changes in accounting practices we wish to make more useful also 
for the managing organs the better orienting role and information content 
of the new price system and system of regulation. 


Tie budgetary resources that are a part of the general requilation and are 
recognized or so-called normative financial resources for all economic 
white will be ineluded as a part of the balance-sheet profit, in the same 
way as before. Thies profit shows the effectiveness of economic activity, 
without the differentiating financial bridges, and it comes closer to the 
enterprise's real effectiveness. It provides a valuable analytical tool 
for the managing organs, to classify the prices and requlators and to ap- 
praise their effects on enterprise activity. 


Refunde of the producer's differential turnover tax, and the export sub- 
sities for agriculture and the food industry will be accounted in this man- 
ner The product ion-modernization subsidies that are of a temporary nature 
and are classified as so-called nonnormative subsidies must be accounted 
separately. They may not be included as a part of the profit in the bal- 
ance sheet and are merely a part of the profit on which the material in- 
centives are based. This again reflects their temporary, restrictive na- 
ture. 


Special Regulations for Ruble-Denominated Trade 


Trade with the socialist countries plays a key role in our economy. Our 
relations are characterized by longer range and close ties that exceed the 
scope of commercial relations. In addition to civil-law contracts, also 
intergovernmental agreements regulate cooperation. Commodity and money 
relations assert themselves in a special way, and relations in physical 
unite are of great importance. Por these very reasons, regulation dif- 
fere in several respects from the regulation of nonruble-denominated trade: 


Coordination of the national economic plans is the basis of unfolding eco- 
nomic integration. In the course of coordination, the volumes of mutual 
deliveries necessary for the individual countries’ economic development 
are determined, and joint investments or the resources for their financing 
are coordinated. Trade is conducted on the basis of five-year and annual 
trade agreements. Quotas specify the quantities by commodities or com- 
modity groups. For basic, homogeneous products the quotas are set in 
physical units, but in value terms for the items that are difficult to 
apecify (for example, consumer goods). The quotas simultaneously define 
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the trading partners’ obligation to supply. The import and export targets 

are integral parte of the individual secialisat countries’ national economic 
plane. All these characteristics are reflected in the financial regulation 
of the developmental concepts, of the reservation of capacities, and of the 
economical fulfillment of international obligations, 


in our exchange=rate policy on ruble-denominated trade, the 1980 starting 
exchange rate of 28 forints per ruble has been based, in accordance with 
past practice, on the economy's average foreign-exchange earnings. Our ex- 
port structure is strongly differentiated, and our export is concentrated 
partially in the area of favorable production costs, and partially in the 
area of high production costs. To set the exchange rate on the basis of 
the most favorable range of foreign-exchange earnings would have made a 
large propertion of our export unprofitable or would have required extensive 
financial inetruments and subsidies to provide a suitable incentive. At an 
exchange rate based on the least favorable foreigqn-exchange earnings, on 
the other hand, it would have been necessary to use extensively the instru- 
mente of revenue transfer. The transferable ruble's introduced exchange 
rate provides a suitable basis for financial regulation and simultaneously 
offers realistic incentives also from the viewpoint of the cross-rate be- 
tween the ruble and the dollar. 


The forerunnere of our exchange rate, the so-called price multipliers, were 
introduced in 1968. At that time the cross-rate between the ruble and the 
dellar was 1.5:1, the exchange rates being based on the economy's average 
foreign-exchange earnings. The explanation of this cross-rate lies in the 
natural differences between the CEMA product structure and Hungary's export 
structure. Different aspects and rates had to be taken into consideration 
also in the course of modifying the exchange rates. The cross-rate's de- 
parture narrowed significantly over the years. As a result of changes in 
the forint's exchange rates, which took into account the changes in the 
value of both the dollar and the transferable ruble, by 1980 the cross-rate 
between the ruble and the dollar narrowed to 1.2:1. We do not levy customs 
duty on imports from socialist countries, but for a narrow range of prod- 
ucts an import turnover tax is built into the domestic prices. 


In terme of economic effectiveness our ruble-denominated export is polar- 
ized, and the changes in the price system further underscore this polariza- 
tion. This fact does not permit the uniform treatment of ruble-denominated 
and nonruble-denominated export. Ruble-denominated export--taking into con- 
sideration also its different characteristics such as, for example, the 
fixed prices, the special pricing mechanism, and the significantly differ- 
ent domestic prices in accordance with how they are based on the world- 
market prices--requires more-differentiated regulation. 


The exchange rate makes a significant proportion of the export profitable. 
Because of the higher energy and raw-material prices, however, there are 
areas whose costs the exchange rate does not cover at present, but also 
this export is necessary to satisfy the existing demand. Therefore the en- 
terprises that are willing to improve their economic effectiveness and adapt 
more readily to the requirements of the market, or the activities whose 
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continuation or export lies in the special interest of the economy, will be 
Able to obtain subsidies. Over and above this, also other factors that 
take ruble=denominated export more advantageous (large volumes in relation 
to the scale of production, permanent and secure marketing opportunities, 
and immediate collection) will encourage the expansion of export. 


in some areas of export we will have to resort to the inatruments of reve- 
nue tranefer if there is no way of expanding production and export commen- 
surately with the profitability. In setting the transfers of revenue, how- 
ever, we will remember to leave the enterprises sufficient revenue as an 
incentive to fulfill their export taske. 


Regulation of Import 


The starting point of import regulation is the regulation of purchasing 
power, which makes import contingent primarily on the availability of the 
necessary forint resources at the economic units. In a wider sense this 
means the regulation of equilibrium, a good example of which was 1979. Un- 
der strict financial regulation, external and internal equilibrium improved 
considerably in comparison with the preceding years. Financially this was 
based, among other things, on a higher rate of profit tax, on the curtail- 
ment of the scope and rate of import subsidies, and on higher import duty 
on some engineering products. 


In addition to the preceding, another essential element of the regulation 
of purchasing power--as we have indicated earlier--has been the modifica- 
tion of our price system in such a way that it influences the demand for 
import through realistic value ratios. The related credit policy and fi- 
nacing policy increasingly aim to lower the capital stock of the economy. 
Through the instruments of credit policy, for example, we wish to reduce 
the inventories accumulated in the preceding years. In the financing of 
investments, on the other hand, the central organs choose more-moderate 
solutions than previously. All this jointly generates an import demand 
that is in accord with the efforts to transform the production structure, 
and also with the planned rate of economic growth. 


Regulation of purchasing power is supplemented by other economic instru- 
ments: 


Since 1968, we have an effective system of customs duties. The duties are 
built into the domestic prices, to ensure the protection of domestic pro- 
duction. Under a price system based on world-market prices, the signifi- 
cance of customs duties will increase considerably. With their help, a 
more realistic value judgment can be made of import than previously. Si- 
multaneously the customs duties provide an opportunity for increased parti- 
cipation in multilateral trade. We took part in the multilateral tariff 
negotiations within GATT where, as a final outcome of the mutual tariff 
concessions, Hungary's nominal tariff level will be reduced by 40 percent. 
In accordance with the international agreement, the tariff level will be 
reduced gradually in 1980-1987: from the present 24-percent nominal tariff 
level to a 14.8-percent tariff level in eight years. 
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The syatem of licensing export and import is a tool for implementing and 
controlling trade=policy and foreign-exchange measures. Licensing pro- 
Vides valuable up-to-date signals about the development of the processes 
specified in the plan, 





When applying for an import license, importers must pay a fee that is 2.0 
percent of the import value. During customs clearance, another 2-percent 
statistical fee is collected, in view of the fact that the government or- 
gane publish the information gathered from the enterprises and make this 
information available to everyone, 


We -ake care to ensure that the temporary liquid assets of foreign trade 
do not constitute additional purchasing power that would hamper attainment 
of our equilibrium objectives. For this reason we set quotas for the im- 
portation of a few itemsa that are vital to the naticnal economy and are 
imported from convertible-currency provenances. The members of GATT took 
cognizance of these quotas at the time of Hungary's iccession. 


The Hungarian economy is participating closely in the international divi- 
sion of labor and will continue to do so also in the juture. Therefore our 
future economic policy wishes to promote more-extensive utilization of the 
opportunities stemming from the international division of labor, in order 
to accelerate our growth and to increase the adaptabil ty and stability of 
our economy. Another condition for the successful rea) ization of our post- 
1980 economic-policy objectives is that external effects be transmitted by 
a system of instruments that expresses the domestic conditions and inter- 
ests of the economy, and at the same time is accepted in international 
practice and is in accord with our assumed international obligations. Thus 
a prerequisite for effective functioning is that our mechanisms for contigu- 
ous areas of the external economy suitably fit into the order of socialist 
cooperation, as well as into the developed system of the forms of trade and 
cooperation with nonsocialist countries. In presenting certain elements of 
the system of regulation that is in effect as of 1980, we wished to call 
attention to these features. 
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MALEV OFFICIAL DISCUSSES AIRLINE'S SITUATION 


Budapest MAGYAR HIRLAP in Hungarian 17 May 80 p 7 


[Interview with Jozsef Javor, MALEV director, by Eva B. Mezei: “Is MALEV 
Costly?: Kerosene and Coste--Few Pilots--Plenty of Orders") 


(Text) [Question] To fly in the blue sky.... One could tell a iot of 
tales about this, about the beauties of flying. More and more people in 
Hungary, too, are taking advantage of the fastest mears of transportation 
of our day, although this has not gotten any cheaper, either. Concerning 
the latter theme, we will try to approach the present situation of civilian 
flying from the standpoint of profitability with Jozsef Javor, managing 
director of MALEV. 


[Answer] In the past year MALEV's fleet--18 airplanes--flew a total of 
46.5 million kilometers. They went to 39 cities in 26 countries; in the 
past year the number of regular flights was expanded with three new ones-- 
Kuwait, Baghdad, and Salonika. The airline, which is busier and busier 
every year, receives a significant state subsidy. 


[Question] Why is the subsidy necessary? 
Countries and Tickets 


[Anewer] Let's start with an example first. A Budapest-London round- 
trip tourist class ticket costs 12,000 forints, and domestic residents 
only have to pay 2000 forints for a Budapest-Moscow round-trip ticket, 
the same distance. And since the costs are identical, the state contrib- 
utes to the latter to a significant extent: it subsidizes every ticket 
to the socialist countries by 160 percent. 


Still in the mid-1950's, the airlines of the socialist countries agreed 
in the so-called Berlin convention on a special tariff system valid for 
their citizens, and they established these reduced prices on this basis. 
And since passenger traffic is significantly expanding year by year, the 
expenses of the state for civilian flying are therefore also increasing. 
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[Question] ln recent montha several reports have appeared in both the 
foreign and the domeatic preas about cheap toreign flights. Thus, for 
example, a ticket between the United States and the Continent costs 200- 
200 dollara, while earlier they were asking twice this. Isa MALEV planning 
such flighta? 


|Anewer] We should perhaps atart with MALEV's prices. We have already 
spoken about socialiat flights. For other flights we set c.ariffa on the 
basis ot the regulations of LATA, the air transport organization operating 
under the United Nations Organization, that is, not arbitrarily. Although 
we are not LATA members, we still must comply with international tariff 
regulations. LATA makes a 9-13 percent price increase possible, but in 
the fall we only put a minimal 10 percent into effect, unavoidable because 
of an increase in fuel costs. We have no interest in raising prices, 
elther, for then passenger traffic will decline. Naturally, besides our 
scheduled flights, we also carry more cheaply on so-called charter-flights, 
on trips organized through travel agencies. Thus it is possible, for 
example, to spend 3-4 days in Paris or London by MALEV Air Tour for half 
the price of a round-trip ticket. The extraordinarily cheap American 
flights that were mentioned are initiated not by a national airline, but 
by its subsidiary enterprises, and in several countries airports refuse 

to handle them. 


The Training Is Long 


[Question] Compared to past years, the airplane propellant kerosene has 
become very expensive. In spite of the increased cost--which it has been 
impossible to reflect fully in the price--is it still possible to speak 
about the profitability of flying? 


[Answer] Yes, it is--with better utilization of the airplanes. Travelers 
fill the best-utilized fleet in the world at 54 percent yearly. We scarcely 
lag behind this--MALEV flights are booked at 53.4 percent. Unfortunately, 
we often even have to limit the number of passengers, and the plane is 

not full not because there are insufficient passengers, but because at 
some airports they do not sell fuel, and we are forced to carry it with 

us for the return flight. We are not planning a significant increase in 
the fleet. There are 14 passenger-carrying craft operating now and for 
the future we are planning the purchase of two additional TU-154's. In 
the Sixth Five-Year Plan there will be the possibility of acquiring yet 
another two airplanes from the Soviet Union. We want to increase utiliza- 
tion by increasing the number of flights; this is impeded, however, by 

the fact that we have insufficient personnel, and although MALEV now has 
more than 100 pilots, we could employ even 200. The training lasts a long 
time, and it is as long as 10 years before someone becomes a captain. 

We expend quite a large sum, approximately 40 million forints annually, 

on training. Even active pilots receive new theoretical and practical 
instruction every year. In the Soviet Union they take an examination in 
a so-called simulation exercise on what to do in special and dangerous 
situations. The planes presently make an average of two trips per day, 
and we would like to expand this. 
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To Improve Profitability 


[Question] Besides providing passenger service, MALEV also carries freight. 
but why do domestic enterprises ship by foreign airlines? Are not our 
tariffs too expensive? 


[Anewer) Of the 18 planes, 4 IL-18's carry freight exclusively, and 
among the passenger planes the 8 TU-154's may also carry 6 tons of freight 
per trip. Therefore we utilize the planes in such a way that, besides 
passengers, we always organize goods transport both ways. This is also 

a task of MALEV's foreign representatives. 


Why do Hungarian enterprises ship by other airlines? Since fuel costs 

are four times last year's, and at the beginning of April they rose another 
3% percent, this has raised shipping costs extraordinarily. At the beginning 
of the year, we increased our freight tariff by 20 percent, and therefore 
the Babolna State Farm turned to LOT and to AEROFLOT. The modification 

of the regulations made it possible for us to be able to reduce our freight 
charges by 20-25 percent in March, and thus we can satisfy even our largest 
client, the Babolna State Farm, Meanwhile, however, the foreign companies 
have stopped hauling freight, since their costs are not any lower than 
MALEV's. The larger Babolna consignments, which MALEV cannot ship, are 
carried by the Yugoslav JAT. 


For the time being, therefore, freight haulage is not profitable for 
MALFVY. At the same time, deliveries on a lease basis, that is, the trans- 
port of postal consignments, brings more profit. I would like to improve 
profitability by better utilization, for which more foresightful organiza- 
tion is necessary. This latter will also be helped when the new technical 
base at Ferihegy is ready in 1982. 
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ROMANIA 


PERFORMANCE OF DACIA AUTOMOBILE IN EXPORT MARKET DISCUSSED 
Bucharest REVISTA ECONOMICA in Romanian No 18 , 1 May 80 pp 9-10 


/interview with economist Dumitru Stanculescu, manager at ICE (Foreign Trade 
Enterprise) Autodacia-Pitesti, by loan Georgescu/ 


/Text? /Question] What do you think are the "arguments' offered by the Ro- 
manian-made Dacia 1300 town car to break into the very competitive foreign 
market of automobiles? 


/Answer/ December 1979 marked 10 yeers since the launching of the Dacia 1300 
automobile model. The continuous expansion of the domestic market, which not 

even now shows signs of saturation, has coincided with a continuous increase 

in the deman’ for this automobile on the foreign market. 


For instance, last year exports amounted to 21,000 cars, which were delivered 
to 20 countries in Europe, Africa, and South America. It is anticipated that 
in 1980 there will be an export of 30,000-35,000 automobiles to more than 

25 countries, with many of these countries known as reputed makers on the 
world market of automobiles. In the German Democratic Republic there now are 
more than 30,000 Dacia automobiles, in Czechoslovakia -- more than 20,000, 

in Greece, because of the outstanding reliability of the automobile, there 
are some 6,000 in the cab system, in Algeria, Dacia 1300 Sedan, Break and 
Pick-up have proved their qualities in operation under specific conditions 

of use (temperature, terrain, and so on). In Colombia, at the partner's re- 
quest, a special design was provided for the cab system and adapting engine 
operation to conditions of high altitude. 


I believe that the option of the maker -- the Pitesti Automobile Enterprise -- 
for the 1300 cu cm class was an important factor in ensuring foreign outlets. 
In the context of growing concern for saving fuel, the Dacia 1300 automobile 
ranks among the low-consumption models. Within its class, the Romanian-made 
automobile is very roomy, with five seats and a trunk which is sizable for 

its capacity. The qualities of the engine, the simple and sturdy construction, 
easy maintenance and drivability, and the comrt provided the passengers on 
trips over hundreds of kilometers are prestigious features thanks to which 

the Dacia automobile has asserted itself on foreign markets. 
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Anotha@ Significant factor that has enhanced the competitive character of the 
Romanian-made automobile on the foreign market involves the struccuring of a 
powertul service system by the Pitesti Enterprise for Technical Assistance 
and Service to Automobiles (IATSA) which is capable of providing service 
volume and quality to meet damnd, In comparison to the value of the auto- 
moblles exported, tools, devices, and controls account for about 0.1 per- 
cont 'n deliveries, a figure that will be increased, and the value of ex- 
ports of spare parts, for approximately 10 percent. 


The service activity conducted by IATSA in conjunction with Autodacia Foreign 
Trade Enterprise involves providing technical assistance to foreign partners 
and final users for proper estimation of the features of the product and en- 
suring parts during the guarantee period and prompt action by local experts 
for remedies. Moreover, we have organized training on matters of operation -- 
at home and abroad -- for personnel in partner countries. Technical bulletins 
are periodically forwarded. They contain structural changes or other new 
technical developments issued by the manufacturing company. A very effective 
and successful response among importers was evoked by the provision of post- 
selling services, such as checking the automobiles when they reach their 
destination and making them operational, for the purpose of remedying or eli- 
minating possible damage or defects that occurred during transportation, In 
conjunction with the service enterprise we are further concerned with seek- 
ing new approaches and ideas in the area of scientific structuring of ser- 
vice, an activity of outstanding importance to maintaining the success of 
Dacia automobile on foreign markets. 


Dacia 1300, Best of 77 Automobiles 


"Dacta Was the Best" is how the Czechoclovak MLADA FRONTA newspa: vr headlined 
a report on the results of a raliy-competition for the lowest gasoline con- 
sumption, organized at Pilsen by the local Dacia Club. The rally was run 
over a very difficult 56-km long route and involved 77 participating cars. 

it was won by a Dacia 1300 which used over this distance 1.75 liters of gas- 
oline (3.13 liters of gasoline per 100 km). 


the newspaper points out that Dacia 1300 automobiles were the cars with the 
lowest gasoline consumption and that three of them placed among the first 
ten. Skoda automobiles took second and third places. 


/Question/ What is the role of the innovative process in expanding export 


arkets? 


/Answer] The enterprise forautomobiles and the Research and Engineering 
Center for Automobiles at Colibasi have constantly concerned themselves with 
upgrading the structural and esthetic features of our products and with di- 
versifying the production range. For instance, the export list now includes 
five variants of Dacia 1300. Moreover, production of Dacia 1310 will com- 
mence shortly. This model incorporates a number of structural improvements 
involving the mechanical system, improvements which result in an about 10 per- 
cent lower fuel consumption and in greater reliability. Also, in comparison 

to Dacia 1300, the 1980 model is greatly improved in terms of instrumentation 
and outside finish. 
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profitability of output. In this context, profit becomes the sole source of 
economic development, out of local resources, in each agricultural coopera~- 
tive. The new approach by no means affects the primordial character of the 
constant Increase in net outpyt, as major source for the development of the 
commonly-owned property and for the improvement in the standard of living of 
cooperative farmers. This is so because while net output is the newly created 
value (and is determined as the difference between overall output and the re- 
lated materials expenditures), profit is an important part of the newly cre- 
ated value (and synthetically reflects the results of the economic cctivity). 
Profit is determined after the following elements have been assigned from net 
output: remuneration for work and the input into the fund for pensions and 
social security in proportion to the production and incomes obta‘ned by the 
cooperatives, the tax on lands, on the remuneration fund and on the incomes 
from industrial activities, the insurance premiums, the allowarce fund, the 
expenses for training of personnel and field practice and other expenses spe- 
cified by the law. 


The role of profit in self-financing of each agricultural cooperative's eco- 
nomic development is attested by its assignment in the first place to the 
fund for economic development and the fund of circulating assets. Follows 

the formation of the other funds: the fund for social-cultural and sports 
tacilities; the reserve fund for production and remuneration for work; the 
intercooperative fund for mutual aid and consvulidation; the profit-sharing 
fund for cooperative farmers and the other working people, the profit-sharing 
fund involving the collective amount based on the cooperative farmers’ cash 
deposits. In light of the essential role of profit in the establishment and 
growth of the fund for economic development (which also includes the amounts 
for amortization of fixed assets, and other sources) all the agricultural co- 
operatives are required to conduct a profitable activity which should enable 
them every year to assign from the profit obtained adequate sums to the fund 
for economic development. 


Hence, of great importance are the size, destination, and utilization of 
these funds, under the conditions that will be specified in the by-laws of 
agricultural cooperatives. Undoubtedly, the fund for economic development 
will be given priority not only in terms of order but also in terms of the 
amount assigned from the profit obtained. 


In the new context, each cooperative must obtain profits in each production 
branch in which it does business, on a scale which ensures independent de- 
velopment and accelerated intensive farming. 


Profitability of Plant and Animal Output 


The introduction of the indicator "profit" in cooperatives has a real base, 
which is confirmed by the good economic-financial results obtained by the 
great majority of these units for most agricultur.il products. The consistent 
implementation of the policy of intensive and multilateral expansion of agri- 
cultural production, based on modern technique and technology, and the con- 
tinuous upgrading of the organizational framework, of the forms and methods 


107 














of selt-management and self-tinancing have permitted the increase in the 
economic efficiency o: the operating costs. A positive factor involved the 
zradual introduction and the dissemination of the evidence and calculation 
of production costs for all products, 1 all cooperatives. This made man- 
datory the better management of productio’ funds and the confrontation of 
expenses with the profits obteined, with the spotlighting, as the case may 
be, of profit or loss for one or another product and on the scale of the 
overall cooperative, 


In less than 15 years after the completion of cooperativization, the co- 
operative sector of our agriculture has strengthened its economic-financial 
situation, growing into a profitable sector (we are making this statement in 
light of che economic-financial results obtained by agricultural cooperatives 
in 1978, when — for ill the plant and aninal sectors — the summing-up in 
terms of profitability was positive). 


We must particularly point out the level of profitability of grain output — 
the primary agricultural production branch, with a great impact on the ex- 
panston of all the other production branches in agricultural cooperatives: 


each 100 leiof operating expenses yielded a ~:.'': of more thn 41 lei for 
corn crops and almoat 35 lei for wheat crop:. These are crops which take up 
almost three-fifths of the arable lands of ‘teultural cooperatives. For 
winter barley the profitability rate reaches . 50 percent, and this is 


an additional argument for expanding this extremely valuable feed grain crop. 
For soybean crops, each 100 lei of expenses yields a profit of 18 lei. 


ludustrial crop and especially those which under the next five-year plan are 
given priority status in the structure of the group involving these crops, 
are highly instrumental in raising the profitability of production in agri- 
cultural cooperatives. For instance, sunflower -- the primary industrial crop 
in agricultural cooperatives -- is by far one of the most profitable crops, 
with a profitability rate which reaches aimost 61 percent. Sugar beet, in 
spite of all the difficulties of the process involved, is a crop of average 
efficiency (profitability rate is 19 percent) while for the traditional hemp 
crop, each 2 lei of expenses yield | leu of profit. 


fhe output of potatoes and vegetables -- which involve a large amount of mar- 
power -- ranks among the efficient sectors in cooperatives, with a profita- 
bility rate which, depending on the crop, reaches up to 40 percent. 


Grape growing (with a profitability rate of about 25 percent) is surpassed 
by fruit-tree growing, whose profitability potential is high: there is no 
pomicultural crop for which the profitability rate is below 25 percent and 
in the case of peach and plum this rate is 75 percent. 


Very profitable are natural pastureland and meadows: each leu of operating 
expenses yields profits of 1 leu (for hayfields) and more than 2 lei (for 
meadows). This factjustifies, in terms of efficiency also, paying greater 
attention to capitalizing on this production resource. 
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In the sector of Livestock production, breeding fowls for eges, fattening 
juator cattle by using industrial procedures, and fattening junior sheep and 
adult sheep are fully profitable activities, with a profitability rate of up 
to |2 percent, Bven for cow's milk, the profitability rate in foremost unites 
(which provide more than 40 percent of the milk output) is 16 percent, For 
fine and semifine wool output im the consolidate unite (which concentrate 
aimost 60 percent of the output) the profitability rate is 21 percent, For 
pork, the foremost cooperatives (with an input of almost 50 percent of out- 
put) ee@h 4 profitability rate of 13 percent, 


The examples abound and lead to the identical general conclusion: the profi- 
tability rate obtained for all agricultural output in cooperatives justifies 
the ewitch to applying the indicator “profit” in the economic-financial ac- 
tivity of these unite, 


Moreover, the selentific and principled analysie of the results obtained 

eo far by the cooperative sector in the area of increasing the profitability 
of output reveals the existence of great reserves for greater profits and 
effictency tn this sector, 


In the firet place noticeable is the maintenance of an evident discrepancy 
between the profitability rates in plant output and in animal output! while 
almost all plant products (even those of lesser importance) are profitable 
(in moet cases with very high profitability rates), for animal products, the 
profitability rate is lower and some products are momentarily unprofitable. 


In the second place, even for the major plant and animal products with a high 
profitability rate on the level of the cooperative sector, many of the crop- 
growing and respectively, animal-raising unite still conduct an unprofitable 
activity for one product or another. For example, in terme of growing corn 
(kernels), in more than « quarter of the total number of cooperative (that 
farm about one-fifth of the area but only provide § percent of the output) 
the activity conducted is unsatisfactory. Purthermore, sunflower growing in a4 
number of cooperatives (which, while taking up 10 percent of the area under 
thie crop only provide 5.5 percent of the output) does not yield satisfactory 
economic and financial results. Similar situations occur in some cooperatives 
for each crop or animal sector. 


The implementation of the provisions contained in the law on profits involves 
aaking profitable all the products and all the agricultural production *co- 
operatives, 


Proceeding from this actual situation, in conformance with the decisions and 
directives of the party, of ite secretary general, it is necessary, in a 
short period of time, to make profitable the activity of all the agricultural 
cooperatives, with the formulation and implementation of special programs for 
improving the economic activity in every ar-icultural cooperative unit. 


The reserves and methods for increasing the profitability of activities in 
all the agricultural cooperatives will be discussed in a future article. 
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